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I thank the House leadership, and in

particular Chairman BILL THOMAS for
all the work he has done in putting to-
gether this excellent legislation.

I am particularly pleased that the
bill includes two provisions about
which I care a great deal.

The first is the extension of unem-
ployment compensation for displaced
workers for an additional 13 weeks.
Last October, I introduced the first bi-
partisan bill to extend unemployment
benefits for workers who had exhausted
their regular State benefits and yet
still have been unable to find new work
or to be rehired because of the weak
economy. These workers need our help.

We know that in January alone some
370,000 unemployed workers exhausted
their benefits, up 63 percent from the
year before. The situation is similar in
Maine. We experienced a large increase
in the number of unemployed workers
who have been unable to find new work
and have exhausted their normal 26
weeks of State unemployment benefits.

This extension could help some 3 mil-
lion unemployed workers, many of
whom lost their jobs either as a direct
or indirect result of September 11 or
have been affected by the recession
that our country just now seems to be
on the verge of pulling out of.

I know the Presiding Officer has been
very concerned about the large number
of unemployed Americans living in her
State which has experienced one of the
higher jumps in unemployment insur-
ance. I know this is a provision she has
been a strong advocate for as well.

The second provision on which I want
to comment tonight is one that is very
near and dear to me. It is a provision I
have worked on for the past 3 years,
originally with Senators Coverdell and
KYL, and more recently with Senators
WARNER and LANDRIEU.

Just Tuesday, President Bush spoke
about the need to support our elemen-
tary and secondary education teachers,
to help them bring out the best in their
students, our children. Now we are
close to passing another milestone in
our journey toward the goal of sup-
porting our teachers.

The provision to which I am referring
is known as the teacher tax provision.
It is a provision that has been included
in the economic recovery package that
would establish an above-the-line de-
duction of up to $250 to compensate
teachers for a small part of what they
invest in our children.

This tax deduction would be avail-
able to teachers who dip deep into their
own pocket in order to buy supplies,
materials, or books for their class-
rooms. This above-the-line deduction
would be available for teachers, teach-
er’s aides, principals, and counselors to
help reimburse them in just a small
way for the books, supplies, and equip-
ment they purchase for their students.

I notice the Senator from Iowa is in
the Chamber. He has been very helpful
with this provision as well. I thank
him, too.

Just last year, we passed landmark
legislation reauthorizing the Elemen-

tary and Secondary Education Act. A
principal goal of this bill is to promote
teacher excellence. We know that other
than involved parents, the most impor-
tant predictor of a student’s success is
a quality teacher.

I have visited close to 100 schools in
the State of Maine, and I have seen
firsthand how dedicated our teachers
are. They deserve our support. This is a
way we can recognize the selfless ef-
forts of our teachers and the financial
sacrifices they make in entering the
field of teaching and also in making
purchases to improve the classrooms
where they teach.

According to a study by the National
Education Association, the average
classroom teacher spends more than
$400 a year out of his or her own pocket
in order to buy supplies or materials or
books for the classroom. This sacrifice
is typical of the dedication of Amer-
ica’s teachers to their students.

So often teachers in Maine and
throughout the country spend their
own money to better the classroom ex-
periences of their students. Let me cite
an example. I have spoken to dozens of
teachers who have told me about their
efforts to improve the quality of their
teaching by giving their students ac-
cess to supplies and other materials
they would not otherwise have.

One example is Idella Harter. She is
president of the Maine Education Asso-
ciation. One year, Idella saved all of
her receipts from the purchases of
classroom materials. She started add-
ing up the receipts and was startled to
discover she had spent over $1,000 of
her own money to enrich the edu-
cational experience of her students.
She told me she decided after she got
to $1,000, she had better stop counting.

The relief our Tax Code now provides
to our teachers is simply not sufficient
because most teachers do not itemize
so they do not get the benefit of the
tax deduction for the supplies for their
classroom. By changing the system so
that we now have an above-the-line tax
deduction, we will help many more
teachers. By allowing them to take an
above-the-line deduction for classroom
expenses, this provision takes a fair,
progressive approach that will provide
just a bit of thanks and a little bit of
incentive and financial relief to our
schoolteachers. It will also encourage
additional spending on classroom sup-
plies.

The teacher tax provision of the Job
Creation and Worker Assistance Act
helps teachers to go that extra mile for
their students. We have all seen them.
We know how dedicated they are. We
know the difference they have made in
our own lives. As President Bush has
eloquently noted, teachers sometimes
lead with their hearts and pay with
their wallets. This provision would re-
imburse educators for a small part of
what they invest in our children’s fu-
ture.

I hope we will clear this bill very
shortly and pass it either tonight or
first thing tomorrow morning. I hope

all of my colleagues will join in a
strong vote for this important legisla-
tion.

I thank the Presiding Officer for al-
lowing me to comment on these two
important provisions. I am delighted to
see two of my top legislative priorities
on the verge of being signed into law.

I yield the floor.

f

JOB CREATION AND WORKER
ASSISTANCE ACT OF 2002

The PRESIDING OFFICER. The ma-
jority leader is recognized.

Mr. DASCHLE. Madam President, I
am about to propound a unanimous
consent request. I have been in con-
sultation with the Republican leader,
with the distinguished Senator from
Iowa, and I know of no objections to
the request. So at this time I will make
it.

I ask that the Chair now lay before
the Senate a message from the House
on H.R. 3090 and that on Friday, March
8, immediately following the usual
opening ceremony, the Senate resume
consideration of the message; that
upon disposition of that message, the
Senate immediately resume consider-
ation of S. 517 and the McCain amend-
ment No. 2979; and there be 2 minutes
of debate equally divided and con-
trolled, with no second-degree amend-
ments in order prior to a vote in rela-
tion to the McCain amendment.

The PRESIDING OFFICER. Is there
objection?

Without objection, it is so ordered.
The Chair laid before the Senate the

following message from the House of
Representatives:

Resolved, That the House agree to the
amendment of the Senate to the bill (H.R.
3090) entitled ‘‘An Act to provide tax incen-
tives for economic recovery’’, with the fol-
lowing House amendment to Senate amend-
ment:

In the amendment of the Senate, strike the
matter proposed to be inserted by the Senate
and insert the following:
SECTION 1. SHORT TITLE; ETC.

(a) SHORT TITLE.—This Act may be cited as
the ‘‘Job Creation and Worker Assistance Act of
2002’’.

(b) REFERENCES TO INTERNAL REVENUE CODE
OF 1986.—Except as otherwise expressly pro-
vided, whenever in this Act an amendment or
repeal is expressed in terms of an amendment to,
or repeal of, a section or other provision, the
reference shall be considered to be made to a
section or other provision of the Internal Rev-
enue Code of 1986.

(c) TABLE OF CONTENTS.—

Sec. 1. Short title; etc.

TITLE I—BUSINESS PROVISIONS

Sec. 101. Special depreciation allowance for cer-
tain property acquired after Sep-
tember 10, 2001, and before Sep-
tember 11, 2004.

Sec. 102. Carryback of certain net operating
losses allowed for 5 years; tem-
porary suspension of 90 percent
AMT limit.

TITLE II—UNEMPLOYMENT ASSISTANCE

Sec. 201. Short title.
Sec. 202. Federal-State agreements.
Sec. 203. Temporary extended unemployment

compensation account.
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Sec. 204. Payments to States having agreements

for the payment of temporary ex-
tended unemployment compensa-
tion.

Sec. 205. Financing provisions.
Sec. 206. Fraud and overpayments.
Sec. 207. Definitions.
Sec. 208. Applicability.
Sec. 209. Special Reed Act transfer in fiscal

year 2002.
TITLE III—TAX INCENTIVES FOR NEW
YORK CITY AND DISTRESSED AREAS

Sec. 301. Tax benefits for area of New York City
damaged in terrorist attacks on
September 11, 2001.

TITLE IV—MISCELLANEOUS AND
TECHNICAL PROVISIONS

Subtitle A—General Miscellaneous Provisions
Sec. 401. Allowance of electronic 1099’s.
Sec. 402. Excluded cancellation of indebtedness

income of S corporation not to re-
sult in adjustment to basis of
stock of shareholders.

Sec. 403. Limitation on use of nonaccrual expe-
rience method of accounting.

Sec. 404. Exclusion for foster care payments to
apply to payments by qualified
placement agencies.

Sec. 405. Interest rate range for additional
funding requirements.

Sec. 406. Adjusted gross income determined by
taking into account certain ex-
penses of elementary and sec-
ondary school teachers.

Subtitle B—Technical Corrections
Sec. 411. Amendments related to Economic

Growth and Tax Relief Reconcili-
ation Act of 2001.

Sec. 412. Amendments related to Community
Renewal Tax Relief Act of 2000.

Sec. 413. Amendments related to the Tax Relief
Extension Act of 1999.

Sec. 414. Amendments related to the Taxpayer
Relief Act of 1997.

Sec. 415. Amendment related to the Balanced
Budget Act of 1997.

Sec. 416. Other technical corrections.
Sec. 417. Clerical amendments.
Sec. 418. Additional corrections.
TITLE V—SOCIAL SECURITY HELD HARM-

LESS; BUDGETARY TREATMENT OF ACT
Sec. 501. No impact on social security trust

funds.
Sec. 502. Emergency designation.

TITLE VI—EXTENSIONS OF CERTAIN
EXPIRING PROVISIONS

Sec. 601. Allowance of nonrefundable personal
credits against regular and min-
imum tax liability.

Sec. 602. Credit for qualified electric vehicles.
Sec. 603. Credit for electricity produced from

certain renewable resources.
Sec. 604. Work opportunity credit.
Sec. 605. Welfare-to-work credit.
Sec. 606. Deduction for clean-fuel vehicles and

certain refueling property.
Sec. 607. Taxable income limit on percentage de-

pletion for oil and natural gas
produced from marginal prop-
erties.

Sec. 608. Qualified zone academy bonds.
Sec. 609. Cover over of tax on distilled spirits.
Sec. 610. Parity in the application of certain

limits to mental health benefits.
Sec. 611. Temporary special rules for taxation

of life insurance companies.
Sec. 612. Availability of medical savings ac-

counts.
Sec. 613. Incentives for Indian employment and

property on Indian reservations.
Sec. 614. Subpart F exemption for active financ-

ing.
Sec. 615. Repeal of requirement for approved

diesel or kerosene terminals.
Sec. 616. Reauthorization of TANF supple-

mental grants for population in-
creases for fiscal year 2002.

Sec. 617. 1-year extension of contingency fund
under the TANF program.

TITLE I—BUSINESS PROVISIONS
SEC. 101. SPECIAL DEPRECIATION ALLOWANCE

FOR CERTAIN PROPERTY ACQUIRED
AFTER SEPTEMBER 10, 2001, AND BE-
FORE SEPTEMBER 11, 2004.

(a) IN GENERAL.—Section 168 (relating to ac-
celerated cost recovery system) is amended by
adding at the end the following new subsection:

‘‘(k) SPECIAL ALLOWANCE FOR CERTAIN PROP-
ERTY ACQUIRED AFTER SEPTEMBER 10, 2001, AND
BEFORE SEPTEMBER 11, 2004.—

‘‘(1) ADDITIONAL ALLOWANCE.—In the case of
any qualified property—

‘‘(A) the depreciation deduction provided by
section 167(a) for the taxable year in which such
property is placed in service shall include an al-
lowance equal to 30 percent of the adjusted
basis of the qualified property, and

‘‘(B) the adjusted basis of the qualified prop-
erty shall be reduced by the amount of such de-
duction before computing the amount otherwise
allowable as a depreciation deduction under
this chapter for such taxable year and any sub-
sequent taxable year.

‘‘(2) QUALIFIED PROPERTY.—For purposes of
this subsection—

‘‘(A) IN GENERAL.—The term ‘qualified prop-
erty’ means property—

‘‘(i)(I) to which this section applies which has
a recovery period of 20 years or less,

‘‘(II) which is computer software (as defined
in section 167(f)(1)(B)) for which a deduction is
allowable under section 167(a) without regard to
this subsection,

‘‘(III) which is water utility property, or
‘‘(IV) which is qualified leasehold improve-

ment property,
‘‘(ii) the original use of which commences with

the taxpayer after September 10, 2001,
‘‘(iii) which is—
‘‘(I) acquired by the taxpayer after September

10, 2001, and before September 11, 2004, but only
if no written binding contract for the acquisi-
tion was in effect before September 11, 2001, or

‘‘(II) acquired by the taxpayer pursuant to a
written binding contract which was entered into
after September 10, 2001, and before September
11, 2004, and

‘‘(iv) which is placed in service by the tax-
payer before January 1, 2005, or, in the case of
property described in subparagraph (B), before
January 1, 2006.

‘‘(B) CERTAIN PROPERTY HAVING LONGER PRO-
DUCTION PERIODS TREATED AS QUALIFIED PROP-
ERTY.—

‘‘(i) IN GENERAL.—The term ‘qualified prop-
erty’ includes property—

‘‘(I) which meets the requirements of clauses
(i), (ii), and (iii) of subparagraph (A),

‘‘(II) which has a recovery period of at least
10 years or is transportation property, and

‘‘(III) which is subject to section 263A by rea-
son of clause (ii) or (iii) of subsection (f)(1)(B)
thereof.

‘‘(ii) ONLY PRE-SEPTEMBER 11, 2004, BASIS ELIGI-
BLE FOR ADDITIONAL ALLOWANCE.—In the case
of property which is qualified property solely by
reason of clause (i), paragraph (1) shall apply
only to the extent of the adjusted basis thereof
attributable to manufacture, construction, or
production before September 11, 2004.

‘‘(iii) TRANSPORTATION PROPERTY.—For pur-
poses of this subparagraph, the term ‘transpor-
tation property’ means tangible personal prop-
erty used in the trade or business of trans-
porting persons or property.

‘‘(C) EXCEPTIONS.—
‘‘(i) ALTERNATIVE DEPRECIATION PROPERTY.—

The term ‘qualified property’ shall not include
any property to which the alternative deprecia-
tion system under subsection (g) applies,
determined—

‘‘(I) without regard to paragraph (7) of sub-
section (g) (relating to election to have system
apply), and

‘‘(II) after application of section 280F(b) (re-
lating to listed property with limited business
use).

‘‘(ii) QUALIFIED NEW YORK LIBERTY ZONE
LEASEHOLD IMPROVEMENT PROPERTY.—The term
‘qualified property’ shall not include any quali-
fied New York Liberty Zone leasehold improve-
ment property (as defined in section
1400L(c)(2)).

‘‘(iii) ELECTION OUT.—If a taxpayer makes an
election under this clause with respect to any
class of property for any taxable year, this sub-
section shall not apply to all property in such
class placed in service during such taxable year.

‘‘(D) SPECIAL RULES.—
‘‘(i) SELF-CONSTRUCTED PROPERTY.—In the

case of a taxpayer manufacturing, constructing,
or producing property for the taxpayer’s own
use, the requirements of clause (iii) of subpara-
graph (A) shall be treated as met if the taxpayer
begins manufacturing, constructing, or pro-
ducing the property after September 10, 2001,
and before September 11, 2004.

‘‘(ii) SALE-LEASEBACKS.—For purposes of sub-
paragraph (A)(ii), if property—

‘‘(I) is originally placed in service after Sep-
tember 10, 2001, by a person, and

‘‘(II) sold and leased back by such person
within 3 months after the date such property
was originally placed in service,
such property shall be treated as originally
placed in service not earlier than the date on
which such property is used under the leaseback
referred to in subclause (II).

‘‘(E) COORDINATION WITH SECTION 280F.—For
purposes of section 280F—

‘‘(i) AUTOMOBILES.—In the case of a pas-
senger automobile (as defined in section
280F(d)(5)) which is qualified property, the Sec-
retary shall increase the limitation under sec-
tion 280F(a)(1)(A)(i) by $4,600.

‘‘(ii) LISTED PROPERTY.—The deduction allow-
able under paragraph (1) shall be taken into ac-
count in computing any recapture amount
under section 280F(b)(2).

‘‘(F) DEDUCTION ALLOWED IN COMPUTING
MINIUMUM TAX.—For purposes of determining
alternative minimum taxable income under sec-
tion 55, the deduction under subsection (a) for
qualified property shall be determined under
this section without regard to any adjustment
under section 56.

‘‘(3) QUALIFIED LEASEHOLD IMPROVEMENT
PROPERTY.—For purposes of this subsection—

‘‘(A) IN GENERAL.—The term ‘qualified lease-
hold improvement property’ means any improve-
ment to an interior portion of a building which
is nonresidential real property if—

‘‘(i) such improvement is made under or pur-
suant to a lease (as defined in subsection
(h)(7))—

‘‘(I) by the lessee (or any sublessee) of such
portion, or

‘‘(II) by the lessor of such portion,
‘‘(ii) such portion is to be occupied exclusively

by the lessee (or any sublessee) of such portion,
and

‘‘(iii) such improvement is placed in service
more than 3 years after the date the building
was first placed in service.

‘‘(B) CERTAIN IMPROVEMENTS NOT INCLUDED.—
Such term shall not include any improvement
for which the expenditure is attributable to—

‘‘(i) the enlargement of the building,
‘‘(ii) any elevator or escalator,
‘‘(iii) any structural component benefiting a

common area, and
‘‘(iv) the internal structural framework of the

building.
‘‘(C) DEFINITIONS AND SPECIAL RULES.—For

purposes of this paragraph—
‘‘(i) COMMITMENT TO LEASE TREATED AS

LEASE.—A commitment to enter into a lease shall
be treated as a lease, and the parties to such
commitment shall be treated as lessor and lessee,
respectively.

‘‘(ii) RELATED PERSONS.—A lease between re-
lated persons shall not be considered a lease.
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For purposes of the preceding sentence, the term
‘related persons’ means—

‘‘(I) members of an affiliated group (as de-
fined in section 1504), and

‘‘(II) persons having a relationship described
in subsection (b) of section 267; except that, for
purposes of this clause, the phrase ‘80 percent or
more’ shall be substituted for the phrase ‘more
than 50 percent’ each place it appears in such
subsection.’’.

(b) EFFECTIVE DATE.—The amendments made
by this section shall apply to property placed in
service after September 10, 2001, in taxable years
ending after such date.
SEC. 102. CARRYBACK OF CERTAIN NET OPER-

ATING LOSSES ALLOWED FOR 5
YEARS; TEMPORARY SUSPENSION OF
90 PERCENT AMT LIMIT.

(a) IN GENERAL.—Paragraph (1) of section
172(b) (relating to years to which loss may be
carried) is amended by adding at the end the
following new subparagraph:

‘‘(H) In the case of a taxpayer which has a
net operating loss for any taxable year ending
during 2001 or 2002, subparagraph (A)(i) shall be
applied by substituting ‘5’ for ‘2’ and subpara-
graph (F) shall not apply.’’.

(b) ELECTION TO DISREGARD 5-YEAR
CARRYBACK.—Section 172 (relating to net oper-
ating loss deduction) is amended by redesig-
nating subsection (j) as subsection (k) and by
inserting after subjection (i) the following new
subsection:

‘‘(j) ELECTION TO DISREGARD 5-YEAR
CARRYBACK FOR CERTAIN NET OPERATING
LOSSES.—Any taxpayer entitled to a 5-year
carryback under subsection (b)(1)(H) from any
loss year may elect to have the carryback period
with respect to such loss year determined with-
out regard to subsection (b)(1)(H). Such election
shall be made in such manner as may be pre-
scribed by the Secretary and shall be made by
the due date (including extensions of time) for
filing the taxpayer’s return for the taxable year
of the net operating loss. Such election, once
made for any taxable year, shall be irrevocable
for such taxable year.’’.

(c) TEMPORARY SUSPENSION OF 90 PERCENT
LIMIT ON CERTAIN NOL CARRYOVERS.—

(1) IN GENERAL.—Subparagraph (A) of section
56(d)(1) (relating to general rule defining alter-
native tax net operating loss deduction) is
amended to read as follows:

‘‘(A) the amount of such deduction shall not
exceed the sum of—

‘‘(i) the lesser of—
‘‘(I) the amount of such deduction attrib-

utable to net operating losses (other than the
deduction attributable to carryovers described in
clause (ii)(I)), or

‘‘(II) 90 percent of alternative minimum tax-
able income determined without regard to such
deduction, plus

‘‘(ii) the lesser of—
‘‘(I) the amount of such deduction attrib-

utable to the sum of carrybacks of net operating
losses for taxable years ending during 2001 or
2002 and carryforwards of net operating losses
to taxable years ending during 2001 and 2002, or

‘‘(II) alternative minimum taxable income de-
termined without regard to such deduction re-
duced by the amount determined under clause
(i), and’’.

(2) EFFECTIVE DATE.—The amendment made
by this subsection shall apply to taxable years
ending before January 1, 2003.

(d) EFFECTIVE DATE.—Except as provided in
subsection (c), the amendments made by this
section shall apply to net operating losses for
taxable years ending after December 31, 2000.

TITLE II—UNEMPLOYMENT ASSISTANCE
SEC. 201. SHORT TITLE.

This title may be cited as the ‘‘Temporary Ex-
tended Unemployment Compensation Act of
2002’’.
SEC. 202. FEDERAL-STATE AGREEMENTS.

(a) IN GENERAL.—Any State which desires to
do so may enter into and participate in an

agreement under this title with the Secretary of
Labor (in this title referred to as the ‘‘Sec-
retary’’). Any State which is a party to an
agreement under this title may, upon providing
30 days’ written notice to the Secretary, termi-
nate such agreement.

(b) PROVISIONS OF AGREEMENT.—Any agree-
ment under subsection (a) shall provide that the
State agency of the State will make payments of
temporary extended unemployment compensa-
tion to individuals who—

(1) have exhausted all rights to regular com-
pensation under the State law or under Federal
law with respect to a benefit year (excluding
any benefit year that ended before March 15,
2001);

(2) have no rights to regular compensation or
extended compensation with respect to a week
under such law or any other State unemploy-
ment compensation law or to compensation
under any other Federal law;

(3) are not receiving compensation with re-
spect to such week under the unemployment
compensation law of Canada; and

(4) filed an initial claim for regular compensa-
tion on or after March 15, 2001.

(c) EXHAUSTION OF BENEFITS.—For purposes
of subsection (b)(1), an individual shall be
deemed to have exhausted such individual’s
rights to regular compensation under a State
law when—

(1) no payments of regular compensation can
be made under such law because such indi-
vidual has received all regular compensation
available to such individual based on employ-
ment or wages during such individual’s base pe-
riod; or

(2) such individual’s rights to such compensa-
tion have been terminated by reason of the expi-
ration of the benefit year with respect to which
such rights existed.

(d) WEEKLY BENEFIT AMOUNT, ETC.—For pur-
poses of any agreement under this title—

(1) the amount of temporary extended unem-
ployment compensation which shall be payable
to any individual for any week of total unem-
ployment shall be equal to the amount of the
regular compensation (including dependents’ al-
lowances) payable to such individual during
such individual’s benefit year under the State
law for a week of total unemployment;

(2) the terms and conditions of the State law
which apply to claims for regular compensation
and to the payment thereof shall apply to claims
for temporary extended unemployment com-
pensation and the payment thereof, except—

(A) that an individual shall not be eligible for
temporary extended unemployment compensa-
tion under this title unless, in the base period
with respect to which the individual exhausted
all rights to regular compensation under the
State law, the individual had 20 weeks of full-
time insured employment or the equivalent in in-
sured wages, as determined under the provisions
of the State law implementing section 202(a)(5)
of the Federal-State Extended Unemployment
Compensation Act of 1970 (26 U.S.C. 3304 note);
and

(B) where otherwise inconsistent with the pro-
visions of this title or with the regulations or op-
erating instructions of the Secretary promul-
gated to carry out this title; and

(3) the maximum amount of temporary ex-
tended unemployment compensation payable to
any individual for whom a temporary extended
unemployment compensation account is estab-
lished under section 203 shall not exceed the
amount established in such account for such in-
dividual.

(e) ELECTION BY STATES.—Notwithstanding
any other provision of Federal law (and if State
law permits), the Governor of a State that is in
an extended benefit period may provide for the
payment of temporary extended unemployment
compensation in lieu of extended compensation
to individuals who otherwise meet the require-
ments of this section. Such an election shall not
require a State to trigger off an extended benefit
period.

SEC. 203. TEMPORARY EXTENDED UNEMPLOY-
MENT COMPENSATION ACCOUNT.

(a) IN GENERAL.—Any agreement under this
title shall provide that the State will establish,
for each eligible individual who files an applica-
tion for temporary extended unemployment com-
pensation, a temporary extended unemployment
compensation account with respect to such indi-
vidual’s benefit year.

(b) AMOUNT IN ACCOUNT.—
(1) IN GENERAL.—The amount established in

an account under subsection (a) shall be equal
to the lesser of—

(A) 50 percent of the total amount of regular
compensation (including dependents’ allow-
ances) payable to the individual during the in-
dividual’s benefit year under such law, or

(B) 13 times the individual’s average weekly
benefit amount for the benefit year.

(2) WEEKLY BENEFIT AMOUNT.—For purposes
of this subsection, an individual’s weekly ben-
efit amount for any week is the amount of reg-
ular compensation (including dependents’ al-
lowances) under the State law payable to such
individual for such week for total unemploy-
ment.

(c) SPECIAL RULE.—
(1) IN GENERAL.—Notwithstanding any other

provision of this section, if, at the time that the
individual’s account is exhausted, such individ-
ual’s State is in an extended benefit period (as
determined under paragraph (2)), then, such ac-
count shall be augmented by an amount equal
to the amount originally established in such ac-
count (as determined under subsection (b)(1)).

(2) EXTENDED BENEFIT PERIOD.—For purposes
of paragraph (1), a State shall be considered to
be in an extended benefit period if, at the time
of exhaustion (as described in paragraph (1))—

(A) such a period is then in effect for such
State under the Federal-State Extended Unem-
ployment Compensation Act of 1970; or

(B) such a period would then be in effect for
such State under such Act if section 203(d) of
such Act were applied as if it had been amended
by striking ‘‘5’’ each place it appears and insert-
ing ‘‘4’’.
SEC. 204. PAYMENTS TO STATES HAVING AGREE-

MENTS FOR THE PAYMENT OF TEM-
PORARY EXTENDED UNEMPLOY-
MENT COMPENSATION.

(a) GENERAL RULE.—There shall be paid to
each State that has entered into an agreement
under this title an amount equal to 100 percent
of the temporary extended unemployment com-
pensation paid to individuals by the State pur-
suant to such agreement.

(b) TREATMENT OF REIMBURSABLE COMPENSA-
TION.—No payment shall be made to any State
under this section in respect of any compensa-
tion to the extent the State is entitled to reim-
bursement in respect of such compensation
under the provisions of any Federal law other
than this title or chapter 85 of title 5, United
States Code. A State shall not be entitled to any
reimbursement under such chapter 85 in respect
of any compensation to the extent the State is
entitled to reimbursement under this title in re-
spect of such compensation.

(c) DETERMINATION OF AMOUNT.—Sums pay-
able to any State by reason of such State having
an agreement under this title shall be payable,
either in advance or by way of reimbursement
(as may be determined by the Secretary), in
such amounts as the Secretary estimates the
State will be entitled to receive under this title
for each calendar month, reduced or increased,
as the case may be, by any amount by which the
Secretary finds that the Secretary’s estimates for
any prior calendar month were greater or less
than the amounts which should have been paid
to the State. Such estimates may be made on the
basis of such statistical, sampling, or other
method as may be agreed upon by the Secretary
and the State agency of the State involved.
SEC. 205. FINANCING PROVISIONS.

(a) IN GENERAL.—Funds in the extended un-
employment compensation account (as estab-
lished by section 905(a) of the Social Security
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Act (42 U.S.C. 1105(a)) of the Unemployment
Trust Fund (as established by section 904(a) of
such Act (42 U.S.C. 1104(a)) shall be used for the
making of payments to States having agree-
ments entered into under this title.

(b) CERTIFICATION.—The Secretary shall from
time to time certify to the Secretary of the
Treasury for payment to each State the sums
payable to such State under this title. The Sec-
retary of the Treasury, prior to audit or settle-
ment by the General Accounting Office, shall
make payments to the State in accordance with
such certification, by transfers from the ex-
tended unemployment compensation account (as
so established) to the account of such State in
the Unemployment Trust Fund (as so estab-
lished).

(c) ASSISTANCE TO STATES.—There are appro-
priated out of the employment security adminis-
tration account (as established by section 901(a)
of the Social Security Act (42 U.S.C. 1101(a)) of
the Unemployment Trust Fund, without fiscal
year limitation, such funds as may be necessary
for purposes of assisting States (as provided in
title III of the Social Security Act (42 U.S.C. 501
et seq.)) in meeting the costs of administration
of agreements under this title.

(d) APPROPRIATIONS FOR CERTAIN PAY-
MENTS.—There are appropriated from the gen-
eral fund of the Treasury, without fiscal year
limitation, to the extended unemployment com-
pensation account (as so established) of the Un-
employment Trust Fund (as so established) such
sums as the Secretary estimates to be necessary
to make the payments under this section in re-
spect of—

(1) compensation payable under chapter 85 of
title 5, United States Code; and

(2) compensation payable on the basis of serv-
ices to which section 3309(a)(1) of the Internal
Revenue Code of 1986 applies.

Amounts appropriated pursuant to the pre-
ceding sentence shall not be required to be re-
paid.
SEC. 206. FRAUD AND OVERPAYMENTS.

(a) IN GENERAL.—If an individual knowingly
has made, or caused to be made by another, a
false statement or representation of a material
fact, or knowingly has failed, or caused another
to fail, to disclose a material fact, and as a re-
sult of such false statement or representation or
of such nondisclosure such individual has re-
ceived an amount of temporary extended unem-
ployment compensation under this title to which
he was not entitled, such individual—

(1) shall be ineligible for further temporary ex-
tended unemployment compensation under this
title in accordance with the provisions of the
applicable State unemployment compensation
law relating to fraud in connection with a claim
for unemployment compensation; and

(2) shall be subject to prosecution under sec-
tion 1001 of title 18, United States Code.

(b) REPAYMENT.—In the case of individuals
who have received amounts of temporary ex-
tended unemployment compensation under this
title to which they were not entitled, the State
shall require such individuals to repay the
amounts of such temporary extended unemploy-
ment compensation to the State agency, except
that the State agency may waive such repay-
ment if it determines that—

(1) the payment of such temporary extended
unemployment compensation was without fault
on the part of any such individual; and

(2) such repayment would be contrary to eq-
uity and good conscience.

(c) RECOVERY BY STATE AGENCY.—
(1) IN GENERAL.—The State agency may re-

cover the amount to be repaid, or any part
thereof, by deductions from any temporary ex-
tended unemployment compensation payable to
such individual under this title or from any un-
employment compensation payable to such indi-
vidual under any Federal unemployment com-
pensation law administered by the State agency
or under any other Federal law administered by

the State agency which provides for the pay-
ment of any assistance or allowance with re-
spect to any week of unemployment, during the
3-year period after the date such individuals re-
ceived the payment of the temporary extended
unemployment compensation to which they were
not entitled, except that no single deduction
may exceed 50 percent of the weekly benefit
amount from which such deduction is made.

(2) OPPORTUNITY FOR HEARING.—No repay-
ment shall be required, and no deduction shall
be made, until a determination has been made,
notice thereof and an opportunity for a fair
hearing has been given to the individual, and
the determination has become final.

(d) REVIEW.—Any determination by a State
agency under this section shall be subject to re-
view in the same manner and to the same extent
as determinations under the State unemploy-
ment compensation law, and only in that man-
ner and to that extent.
SEC. 207. DEFINITIONS.

In this title, the terms ‘‘compensation’’, ‘‘reg-
ular compensation’’, ‘‘extended compensation’’,
‘‘additional compensation’’, ‘‘benefit year’’,
‘‘base period’’, ‘‘State’’, ‘‘State agency’’, ‘‘State
law’’, and ‘‘week’’ have the respective meanings
given such terms under section 205 of the Fed-
eral-State Extended Unemployment Compensa-
tion Act of 1970 (26 U.S.C. 3304 note).
SEC. 208. APPLICABILITY.

An agreement entered into under this title
shall apply to weeks of unemployment—

(1) beginning after the date on which such
agreement is entered into; and

(2) ending before January 1, 2003.
SEC. 209. SPECIAL REED ACT TRANSFER IN FIS-

CAL YEAR 2002.
(a) REPEAL OF CERTAIN PROVISIONS ADDED BY

THE BALANCED BUDGET ACT OF 1997.—
(1) IN GENERAL.—The following provisions of

section 903 of the Social Security Act (42 U.S.C.
1103) are repealed:

(A) Paragraph (3) of subsection (a).
(B) The last sentence of subsection (c)(2).
(2) SAVINGS PROVISION.—Any amounts trans-

ferred before the date of enactment of this Act
under the provision repealed by paragraph
(1)(A) shall remain subject to section 903 of the
Social Security Act, as last in effect before such
date of enactment.

(b) SPECIAL TRANSFER IN FISCAL YEAR 2002.—
Section 903 of the Social Security Act is amend-
ed by adding at the end the following:

‘‘Special Transfer in Fiscal Year 2002

‘‘(d)(1) The Secretary of the Treasury shall
transfer (as of the date determined under para-
graph (5)) from the Federal unemployment ac-
count to the account of each State in the Unem-
ployment Trust Fund the amount determined
with respect to such State under paragraph (2).

‘‘(2)(A) The amount to be transferred under
this subsection to a State account shall (as de-
termined by the Secretary of Labor and certified
by such Secretary to the Secretary of the Treas-
ury) be equal to—

‘‘(i) the amount which would have been re-
quired to have been transferred under this sec-
tion to such account at the beginning of fiscal
year 2002 if—

‘‘(I) section 209(a)(1) of the Temporary Ex-
tended Unemployment Compensation Act of 2002
had been enacted before the close of fiscal year
2001, and

‘‘(II) section 5402 of Public Law 105–33 (relat-
ing to increase in Federal unemployment ac-
count ceiling) had not been enacted,

minus

‘‘(ii) the amount which was in fact trans-
ferred under this section to such account at the
beginning of fiscal year 2002.

‘‘(B) Notwithstanding the provisions of sub-
paragraph (A)—

‘‘(i) the aggregate amount transferred to the
States under this subsection may not exceed a
total of $8,000,000,000; and

‘‘(ii) all amounts determined under subpara-
graph (A) shall be reduced ratably, if and to the
extent necessary in order to comply with the
limitation under clause (i).

‘‘(3)(A) Except as provided in paragraph (4),
amounts transferred to a State account pursu-
ant to this subsection may be used only in the
payment of cash benefits—

‘‘(i) to individuals with respect to their unem-
ployment, and

‘‘(ii) which are allowable under subparagraph
(B) or (C).

‘‘(B)(i) At the option of the State, cash bene-
fits under this paragraph may include amounts
which shall be payable as—

‘‘(I) regular compensation, or
‘‘(II) additional compensation, upon the ex-

haustion of any temporary extended unemploy-
ment compensation (if such State has entered
into an agreement under the Temporary Ex-
tended Unemployment Compensation Act of
2002), for individuals eligible for regular com-
pensation under the unemployment compensa-
tion law of such State.

‘‘(ii) Any additional compensation under
clause (i) may not be taken into account for
purposes of any determination relating to the
amount of any extended compensation for
which an individual might be eligible.

‘‘(C)(i) At the option of the State, cash bene-
fits under this paragraph may include amounts
which shall be payable to 1 or more categories of
individuals not otherwise eligible for regular
compensation under the unemployment com-
pensation law of such State, including those de-
scribed in clause (iii).

‘‘(ii) The benefits paid under this subpara-
graph to any individual may not, for any period
of unemployment, exceed the maximum amount
of regular compensation authorized under the
unemployment compensation law of such State
for that same period, plus any additional com-
pensation (described in subparagraph (B)(i))
which could have been paid with respect to that
amount.

‘‘(iii) The categories of individuals described
in this clause include the following:

‘‘(I) Individuals who are seeking, or available
for, only part-time (and not full-time) work.

‘‘(II) Individuals who would be eligible for
regular compensation under the unemployment
compensation law of such State under an alter-
native base period.

‘‘(D) Amounts transferred to a State account
under this subsection may be used in the pay-
ment of cash benefits to individuals only for
weeks of unemployment beginning after the date
of enactment of this subsection.

‘‘(4) Amounts transferred to a State account
under this subsection may be used for the ad-
ministration of its unemployment compensation
law and public employment offices (including in
connection with benefits described in paragraph
(3) and any recipients thereof), subject to the
same conditions as set forth in subsection (c)(2)
(excluding subparagraph (B) thereof, and deem-
ing the reference to ‘subsections (a) and (b)’ in
subparagraph (D) thereof to include this sub-
section).

‘‘(5) Transfers under this subsection shall be
made within 10 days after the date of enactment
of this paragraph.’’.

(c) LIMITATIONS ON TRANSFERS.—Section
903(b) of the Social Security Act shall apply to
transfers under section 903(d) of such Act (as
amended by this section). For purposes of the
preceding sentence, such section 903(b) shall be
deemed to be amended as follows:

(1) By substituting ‘‘the transfer date de-
scribed in subsection (d)(5)’’ for ‘‘October 1 of
any fiscal year’’.

(2) By substituting ‘‘remain in the Federal un-
employment account’’ for ‘‘be transferred to the
Federal unemployment account as of the begin-
ning of such October 1’’.

(3) By substituting ‘‘fiscal year 2002 (after the
transfer date described in subsection (d)(5))’’ for
‘‘the fiscal year beginning on such October 1’’.
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(4) By substituting ‘‘under subsection (d)’’ for

‘‘as of October 1 of such fiscal year’’.
(5) By substituting ‘‘(as of the close of fiscal

year 2002)’’ for ‘‘(as of the close of such fiscal
year)’’.

(d) TECHNICAL AMENDMENTS.—(1) Sections
3304(a)(4)(B) and 3306(f)(2) of the Internal Rev-
enue Code of 1986 are amended by inserting ‘‘or
903(d)(4)’’ before ‘‘of the Social Security Act’’.

(2) Section 303(a)(5) of the Social Security Act
is amended in the second proviso by inserting
‘‘or 903(d)(4)’’ after ‘‘903(c)(2)’’.

(e) REGULATIONS.—The Secretary of Labor
may prescribe any operating instructions or reg-
ulations necessary to carry out this section and
the amendments made by this section.

TITLE III—TAX INCENTIVES FOR NEW
YORK CITY AND DISTRESSED AREAS

SEC. 301. TAX BENEFITS FOR AREA OF NEW YORK
CITY DAMAGED IN TERRORIST AT-
TACKS ON SEPTEMBER 11, 2001.

(a) IN GENERAL.—Chapter 1 is amended by
adding at the end the following new subchapter:

‘‘Subchapter Y—New York Liberty Zone
Benefits

‘‘Sec. 1400L. Tax benefits for New York Liberty
Zone.

‘‘SEC. 1400L. TAX BENEFITS FOR NEW YORK LIB-
ERTY ZONE.

‘‘(a) EXPANSION OF WORK OPPORTUNITY TAX
CREDIT.—

‘‘(1) IN GENERAL.—For purposes of section 51,
a New York Liberty Zone business employee
shall be treated as a member of a targeted
group.

‘‘(2) NEW YORK LIBERTY ZONE BUSINESS EM-
PLOYEE.—For purposes of this subsection—

‘‘(A) IN GENERAL.—The term ‘New York Lib-
erty Zone business employee’ means, with re-
spect to any period, any employee of a New
York Liberty Zone business if substantially all
the services performed during such period by
such employee for such business are performed
in the New York Liberty Zone.

‘‘(B) INCLUSION OF CERTAIN EMPLOYEES OUT-
SIDE THE NEW YORK LIBERTY ZONE.—

‘‘(i) IN GENERAL.—In the case of a New York
Liberty Zone business described in subclause
(II) of subparagraph (C)(i), the term ‘New York
Liberty Zone business employee’ includes any
employee of such business (not described in sub-
paragraph (A)) if substantially all the services
performed during such period by such employee
for such business are performed in the City of
New York, New York.

‘‘(ii) LIMITATION.—The number of employees
of such a business that are treated as New York
Liberty zone business employees on any day by
reason of clause (i) shall not exceed the excess
of—

‘‘(I) the number of employees of such business
on September 11, 2001, in the New York Liberty
Zone, over

‘‘(II) the number of New York Liberty Zone
business employees (determined without regard
to this subparagraph) of such business on the
day to which the limitation is being applied.
The Secretary may require any trade or business
to have the number determined under subclause
(I) verified by the New York State Department
of Labor.

‘‘(C) NEW YORK LIBERTY ZONE BUSINESS.—
‘‘(i) IN GENERAL.—The term ‘New York Liberty

Zone business’ means any trade or business
which is—

‘‘(I) located in the New York Liberty Zone, or
‘‘(II) located in the City of New York, New

York, outside the New York Liberty Zone, as a
result of the physical destruction or damage of
such place of business by the September 11, 2001,
terrorist attack.

‘‘(ii) CREDIT NOT ALLOWED FOR LARGE BUSI-
NESSES.—The term ‘New York Liberty Zone busi-
ness’ shall not include any trade or business for
any taxable year if such trade or business em-
ployed an average of more than 200 employees
on business days during the taxable year.

‘‘(D) SPECIAL RULES FOR DETERMINING
AMOUNT OF CREDIT.—For purposes of applying
subpart F of part IV of subchapter B of this
chapter to wages paid or incurred to any New
York Liberty Zone business employee—

‘‘(i) section 51(a) shall be applied by sub-
stituting ‘qualified wages’ for ‘qualified first-
year wages’,

‘‘(ii) the rules of section 52 shall apply for
purposes of determining the number of employ-
ees under subparagraph (B),

‘‘(iii) subsections (c)(4) and (i)(2) of section 51
shall not apply, and

‘‘(iv) in determining qualified wages, the fol-
lowing shall apply in lieu of section 51(b):

‘‘(I) QUALIFIED WAGES.—The term ‘qualified
wages’ means wages paid or incurred by the em-
ployer to individuals who are New York Liberty
Zone business employees of such employer for
work performed during calendar year 2002 or
2003.

‘‘(II) ONLY FIRST $6,000 OF WAGES PER CAL-
ENDAR YEAR TAKEN INTO ACCOUNT.—The amount
of the qualified wages which may be taken into
account with respect to any individual shall not
exceed $6,000 per calendar year.

‘‘(b) SPECIAL ALLOWANCE FOR CERTAIN PROP-
ERTY ACQUIRED AFTER SEPTEMBER 10, 2001.—

‘‘(1) ADDITIONAL ALLOWANCE.—In the case of
any qualified New York Liberty Zone property—

‘‘(A) the depreciation deduction provided by
section 167(a) for the taxable year in which such
property is placed in service shall include an al-
lowance equal to 30 percent of the adjusted
basis of such property, and

‘‘(B) the adjusted basis of the qualified New
York Liberty Zone property shall be reduced by
the amount of such deduction before computing
the amount otherwise allowable as a deprecia-
tion deduction under this chapter for such tax-
able year and any subsequent taxable year.

‘‘(2) QUALIFIED NEW YORK LIBERTY ZONE
PROPERTY.—For purposes of this subsection—

‘‘(A) IN GENERAL.—The term ‘qualified New
York Liberty Zone property’ means property—

‘‘(i)(I) which is described in section
168(k)(2)(A)(i), or

‘‘(II) which is nonresidential real property, or
residential rental property, which is described in
subparagraph (B),

‘‘(ii) substantially all of the use of which is in
the New York Liberty Zone and is in the active
conduct of a trade or business by the taxpayer
in such Zone,

‘‘(iii) the original use of which in the New
York Liberty Zone commences with the taxpayer
after September 10, 2001,

‘‘(iv) which is acquired by the taxpayer by
purchase (as defined in section 179(d)) after
September 10, 2001, but only if no written bind-
ing contract for the acquisition was in effect be-
fore September 11, 2001, and

‘‘(v) which is placed in service by the tax-
payer on or before the termination date.
The term ‘termination date’ means December 31,
2006 (December 31, 2009, in the case of nonresi-
dential real property and residential rental
property).

‘‘(B) ELIGIBLE REAL PROPERTY.—Nonresiden-
tial real property or residential rental property
is described in this subparagraph only to the ex-
tent it rehabilitates real property damaged, or
replaces real property destroyed or condemned,
as a result of the September 11, 2001, terrorist at-
tack. For purposes of the preceding sentence,
property shall be treated as replacing real prop-
erty destroyed or condemned if, as part of an in-
tegrated plan, such property replaces real prop-
erty which is included in a continuous area
which includes real property destroyed or con-
demned.

‘‘(C) EXCEPTIONS.—
‘‘(i) 30 PERCENT ADDITIONAL ALLOWANCE PROP-

ERTY.—Such term shall not include property to
which section 168(k) applies.

‘‘(ii) ALTERNATIVE DEPRECIATION PROPERTY.—
The term ‘qualified New York Liberty Zone
property’ shall not include any property de-
scribed in section 168(k)(2)(C)(i).

‘‘(iii) QUALIFIED NEW YORK LIBERTY ZONE
LEASEHOLD IMPROVEMENT PROPERTY.—Such
term shall not include any qualified New York
Liberty Zone leasehold improvement property.

‘‘(iv) ELECTION OUT.—For purposes of this
subsection, rules similar to the rules of section
168(k)(2)(C)(iii) shall apply.

‘‘(D) SPECIAL RULES.—For purposes of this
subsection, rules similar to the rules of section
168(k)(2)(D) shall apply, except that clause (i)
thereof shall be applied without regard to ‘and
before September 11, 2004’.

‘‘(E) ALLOWANCE AGAINST ALTERNATIVE MIN-
IMUM TAX.—For purposes of this subsection,
rules similar to the rules of section 168(k)(2)(F)
shall apply.

‘‘(c) 5-YEAR RECOVERY PERIOD FOR DEPRECIA-
TION OF CERTAIN LEASEHOLD IMPROVEMENTS.—

‘‘(1) IN GENERAL.—For purposes of section 168,
the term ‘5-year property’ includes any qualified
New York Liberty Zone leasehold improvement
property.

‘‘(2) QUALIFIED NEW YORK LIBERTY ZONE
LEASEHOLD IMPROVEMENT PROPERTY.—For pur-
poses of this section, the term ‘qualified New
York Liberty Zone leasehold improvement prop-
erty’ means qualified leasehold improvement
property (as defined in section 168(k)(3)) if—

‘‘(A) such building is located in the New York
Liberty Zone,

‘‘(B) such improvement is placed in service
after September 10, 2001, and before January 1,
2007, and

‘‘(C) no written binding contract for such im-
provement was in effect before September 11,
2001.

‘‘(3) REQUIREMENT TO USE STRAIGHT LINE
METHOD.—The applicable depreciation method
under section 168 shall be the straight line meth-
od in the case of qualified New York Liberty
Zone leasehold improvement property.

‘‘(4) 9-YEAR RECOVERY PERIOD UNDER ALTER-
NATIVE SYSTEM.—For purposes of section 168(g),
the class life of qualified New York Liberty Zone
leasehold improvement property shall be 9 years.

‘‘(d) TAX-EXEMPT BOND FINANCING.—
‘‘(1) IN GENERAL.—For purposes of this title,

any qualified New York Liberty Bond shall be
treated as an exempt facility bond.

‘‘(2) QUALIFIED NEW YORK LIBERTY BOND.—
For purposes of this subsection, the term ‘quali-
fied New York Liberty Bond’ means any bond
issued as part of an issue if—

‘‘(A) 95 percent or more of the net proceeds (as
defined in section 150(a)(3)) of such issue are to
be used for qualified project costs,

‘‘(B) such bond is issued by the State of New
York or any political subdivision thereof,

‘‘(C) the Governor or the Mayor designates
such bond for purposes of this section, and

‘‘(D) such bond is issued after the the date of
the enactment of this section and before Janu-
ary 1, 2005.

‘‘(3) LIMITATIONS ON AMOUNT OF BONDS.—
‘‘(A) AGGREGATE AMOUNT DESIGNATED.—The

maximum aggregate face amount of bonds which
may be designated under this subsection shall
not exceed $8,000,000,000, of which not to exceed
$4,000,000,000 may be designated by the Gov-
ernor and not to exceed $4,000,000,000 may be
designated by the Mayor.

‘‘(B) SPECIFIC LIMITATIONS.—The aggregate
face amount of bonds issued which are to be
used for—

‘‘(i) costs for property located outside the New
York Liberty Zone shall not exceed
$2,000,000,000,

‘‘(ii) residential rental property shall not ex-
ceed $1,600,000,000, and

‘‘(iii) costs with respect to property used for
retail sales of tangible property and function-
ally related and subordinate property shall not
exceed $800,000,000.
The limitations under clauses (i), (ii), and (iii)
shall be allocated proportionately between the
bonds designated by the Governor and the bonds
designated by the Mayor in proportion to the re-
spective amounts of bonds designated by each.
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‘‘(C) MOVABLE PROPERTY.—No bonds shall be

issued which are to be used for movable fixtures
and equipment.

‘‘(4) QUALIFIED PROJECT COSTS.—For purposes
of this subsection—

‘‘(A) IN GENERAL.—The term ‘qualified project
costs’ means the cost of acquisition, construc-
tion, reconstruction, and renovation of—

‘‘(i) nonresidential real property and residen-
tial rental property (including fixed tenant im-
provements associated with such property) lo-
cated in the New York Liberty Zone, and

‘‘(ii) public utility property (as defined in sec-
tion 168(i)(10)) located in the New York Liberty
Zone.

‘‘(B) COSTS FOR CERTAIN PROPERTY OUTSIDE
ZONE INCLUDED.—Such term includes the cost of
acquisition, construction, reconstruction, and
renovation of nonresidential real property (in-
cluding fixed tenant improvements associated
with such property) located outside the New
York Liberty Zone but within the City of New
York, New York, if such property is part of a
project which consists of at least 100,000 square
feet of usable office or other commercial space
located in a single building or multiple adjacent
buildings.

‘‘(5) SPECIAL RULES.—In applying this title to
any qualified New York Liberty Bond, the fol-
lowing modifications shall apply:

‘‘(A) Section 146 (relating to volume cap) shall
not apply.

‘‘(B) Section 147(d) (relating to acquisition of
existing property not permitted) shall be applied
by substituting ‘50 percent’ for ‘15 percent’ each
place it appears.

‘‘(C) Section 148(f)(4)(C) (relating to exception
from rebate for certain proceeds to be used to fi-
nance construction expenditures) shall apply to
the available construction proceeds of bonds
issued under this section.

‘‘(D) Repayments of principal on financing
provided by the issue—

‘‘(i) may not be used to provide financing, and
‘‘(ii) must be used not later than the close of

the 1st semiannual period beginning after the
date of the repayment to redeem bonds which
are part of such issue.

The requirement of clause (ii) shall be treated as
met with respect to amounts received within 10
years after the date of issuance of the issue (or,
in the case of a refunding bond, the date of
issuance of the original bond) if such amounts
are used by the close of such 10 years to redeem
bonds which are part of such issue.

‘‘(E) Section 57(a)(5) shall not apply.
‘‘(6) SEPARATE ISSUE TREATMENT OF PORTIONS

OF AN ISSUE.—This subsection shall not apply to
the portion of an issue which (if issued as a sep-
arate issue) would be treated as a qualified bond
or as a bond that is not a private activity bond
(determined without regard to paragraph (1)), if
the issuer elects to so treat such portion.

‘‘(e) ADVANCE REFUNDINGS OF CERTAIN TAX-
EXEMPT BONDS.—

‘‘(1) IN GENERAL.—With respect to a bond de-
scribed in paragraph (2) issued as part of an
issue 90 percent (95 percent in the case of a bond
described in paragraph (2)(C)) or more of the net
proceeds (as defined in section 150(a)(3)) of
which were used to finance facilities located
within the City of New York, New York (or
property which is functionally related and sub-
ordinate to facilities located within the City of
New York for the furnishing of water), one ad-
ditional advanced refunding after the date of
the enactment of this section and before Janu-
ary 1, 2005, shall be allowed under the applica-
ble rules of section 149(d) if—

‘‘(A) the Governor or the Mayor designates
the advance refunding bond for purposes of this
subsection, and

‘‘(B) the requirements of paragraph (4) are
met.

‘‘(2) BONDS DESCRIBED.—A bond is described
in this paragraph if such bond was outstanding
on September 11, 2001, and is—

‘‘(A) a State or local bond (as defined in sec-
tion 103(c)(1)) which is a general obligation of
the City of New York, New York,

‘‘(B) a State or local bond (as so defined)
other than a private activity bond (as defined in
section 141(a)) issued by the New York Munic-
ipal Water Finance Authority or the Metropoli-
tan Transportation Authority of the State of
New York, or

‘‘(C) a qualified 501(c)(3) bond (as defined in
section 145(a)) which is a qualified hospital
bond (as defined in section 145(c)) issued by or
on behalf of the State of New York or the City
of New York, New York.

‘‘(3) AGGREGATE LIMIT.—For purposes of para-
graph (1), the maximum aggregate face amount
of bonds which may be designated under this
subsection by the Governor shall not exceed
$4,500,000,000 and the maximum aggregate face
amount of bonds which may be designated
under this subsection by the Mayor shall not ex-
ceed $4,500,000,000.

‘‘(4) ADDITIONAL REQUIREMENTS.—The re-
quirements of this paragraph are met with re-
spect to any advance refunding of a bond de-
scribed in paragraph (2) if—

‘‘(A) no advance refundings of such bond
would be allowed under any provision of law
after September 11, 2001,

‘‘(B) the advance refunding bond is the only
other outstanding bond with respect to the re-
funded bond, and

‘‘(C) the requirements of section 148 are met
with respect to all bonds issued under this sub-
section.

‘‘(f) INCREASE IN EXPENSING UNDER SECTION
179.—

‘‘(1) IN GENERAL.—For purposes of section
179—

‘‘(A) the limitation under section 179(b)(1)
shall be increased by the lesser of—

‘‘(i) $35,000, or
‘‘(ii) the cost of section 179 property which is

qualified New York Liberty Zone property
placed in service during the taxable year, and

‘‘(B) the amount taken into account under
section 179(b)(2) with respect to any section 179
property which is qualified New York Liberty
Zone property shall be 50 percent of the cost
thereof.

‘‘(2) QUALIFIED NEW YORK LIBERTY ZONE
PROPERTY.—For purposes of this subsection, the
term ‘qualified New York Liberty Zone property’
has the meaning given such term by subsection
(b)(2).

‘‘(3) RECAPTURE.—Rules similar to the rules
under section 179(d)(10) shall apply with respect
to any qualified New York Liberty Zone prop-
erty which ceases to be used in the New York
Liberty Zone.

‘‘(g) EXTENSION OF REPLACEMENT PERIOD FOR
NONRECOGNITION OF GAIN.—Notwithstanding
subsections (g) and (h) of section 1033, clause (i)
of section 1033(a)(2)(B) shall be applied by sub-
stituting ‘5 years’ for ‘2 years’ with respect to
property which is compulsorily or involuntarily
converted as a result of the terrorist attacks on
September 11, 2001, in the New York Liberty
Zone but only if substantially all of the use of
the replacement property is in the City of New
York, New York.

‘‘(h) NEW YORK LIBERTY ZONE.—For purposes
of this section, the term ‘New York Liberty
Zone’ means the area located on or south of
Canal Street, East Broadway (east of its inter-
section with Canal Street), or Grand Street (east
of its intersection with East Broadway) in the
Borough of Manhattan in the City of New York,
New York.

‘‘(i) REFERENCES TO GOVERNOR AND MAYOR.—
For purposes of this section, the terms ‘Gov-
ernor’ and ‘Mayor’ mean the Governor of the
State of New York and the Mayor of the City of
New York, New York, respectively.’’.

(b) CREDIT ALLOWED AGAINST REGULAR AND
MINIMUM TAX.—

(1) IN GENERAL.—Subsection (c) of section 38
(relating to limitation based on amount of tax)

is amended by redesignating paragraph (3) as
paragraph (4) and by inserting after paragraph
(2) the following new paragraph:

‘‘(3) SPECIAL RULES FOR NEW YORK LIBERTY
ZONE BUSINESS EMPLOYEE CREDIT.—

‘‘(A) IN GENERAL.—In the case of the New
York Liberty Zone business employee credit—

‘‘(i) this section and section 39 shall be ap-
plied separately with respect to such credit, and

‘‘(ii) in applying paragraph (1) to such
credit—

‘‘(I) the tentative minimum tax shall be treat-
ed as being zero, and

‘‘(II) the limitation under paragraph (1) (as
modified by subclause (I)) shall be reduced by
the credit allowed under subsection (a) for the
taxable year (other than the New York Liberty
Zone business employee credit).

‘‘(B) NEW YORK LIBERTY ZONE BUSINESS EM-
PLOYEE CREDIT.—For purposes of this sub-
section, the term ‘New York Liberty Zone busi-
ness employee credit’ means the portion of work
opportunity credit under section 51 determined
under section 1400L(a).’’.

(2) CONFORMING AMENDMENT.—Subclause (II)
of section 38(c)(2)(A)(ii) is amended by inserting
‘‘or the New York Liberty Zone business em-
ployee credit’’ after ‘‘employment credit’’.

(3) EFFECTIVE DATE.—The amendments made
by this subsection shall apply to taxable years
ending after December 31, 2001.

(c) CLERICAL AMENDMENT.—The table of sub-
chapters for chapter 1 is amended by adding at
the end the following new item:

‘‘Subchapter Y—New York Liberty Zone Bene-
fits.’’.

TITLE IV—MISCELLANEOUS AND
TECHNICAL PROVISIONS

Subtitle A—General Miscellaneous Provisions
SEC. 401. ALLOWANCE OF ELECTRONIC 1099’S.

Any person required to furnish a statement
under any section of subpart B of part III of
subchapter A of chapter 61 of the Internal Rev-
enue Code of 1986 for any taxable year ending
after the date of the enactment of this Act, may
electronically furnish such statement (without
regard to any first class mailing requirement) to
any recipient who has consented to the elec-
tronic provision of the statement in a manner
similar to the one permitted under regulations
issued under section 6051 of such Code or in
such other manner as provided by the Secretary.
SEC. 402. EXCLUDED CANCELLATION OF INDEBT-

EDNESS INCOME OF S CORPORATION
NOT TO RESULT IN ADJUSTMENT TO
BASIS OF STOCK OF SHARE-
HOLDERS.

(a) IN GENERAL.—Subparagraph (A) of section
108(d)(7) (relating to certain provisions to be ap-
plied at corporate level) is amended by inserting
before the period ‘‘, including by not taking into
account under section 1366(a) any amount ex-
cluded under subsection (a) of this section’’.

(b) EFFECTIVE DATE.—
(1) IN GENERAL.—Except as provided in para-

graph (2), the amendment made by this section
shall apply to discharges of indebtedness after
October 11, 2001, in taxable years ending after
such date.

(2) EXCEPTION.—The amendment made by this
section shall not apply to any discharge of in-
debtedness before March 1, 2002, pursuant to a
plan of reorganization filed with a bankruptcy
court on or before October 11, 2001.
SEC. 403. LIMITATION ON USE OF NONACCRUAL

EXPERIENCE METHOD OF ACCOUNT-
ING.

(a) IN GENERAL.—Paragraph (5) of section
448(d) is amended to read as follows:

‘‘(5) SPECIAL RULE FOR CERTAIN SERVICES.—
‘‘(A) IN GENERAL.—In the case of any person

using an accrual method of accounting with re-
spect to amounts to be received for the perform-
ance of services by such person, such person
shall not be required to accrue any portion of
such amounts which (on the basis of such per-
son’s experience) will not be collected if—
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‘‘(i) such services are in fields referred to in

paragraph (2)(A), or
‘‘(ii) such person meets the gross receipts test

of subsection (c) for all prior taxable years.
‘‘(B) EXCEPTION.—This paragraph shall not

apply to any amount if interest is required to be
paid on such amount or there is any penalty for
failure to timely pay such amount.

‘‘(C) REGULATIONS.—The Secretary shall pre-
scribe regulations to permit taxpayers to deter-
mine amounts referred to in subparagraph (A)
using computations or formulas which, based on
experience, accurately reflect the amount of in-
come that will not be collected by such person.
A taxpayer may adopt, or request consent of the
Secretary to change to, a computation or for-
mula that clearly reflects the taxpayer’s experi-
ence. A request under the preceding sentence
shall be approved if such computation or for-
mula clearly reflects the taxpayer’s experi-
ence.’’.

(b) EFFECTIVE DATE.—
(1) IN GENERAL.—The amendments made by

this section shall apply to taxable years ending
after the date of the enactment of this Act.

(2) CHANGE IN METHOD OF ACCOUNTING.—In
the case of any taxpayer required by the amend-
ments made by this section to change its method
of accounting for its first taxable year ending
after the date of the enactment of this Act—

(A) such change shall be treated as initiated
by the taxpayer,

(B) such change shall be treated as made with
the consent of the Secretary of the Treasury,
and

(C) the net amount of the adjustments re-
quired to be taken into account by the taxpayer
under section 481 of the Internal Revenue Code
of 1986 shall be taken into account over a period
of 4 years (or if less, the number of taxable years
that the taxpayer used the method permitted
under section 448(d)(5) of such Code as in effect
before the date of the enactment of this Act) be-
ginning with such first taxable year.
SEC. 404. EXCLUSION FOR FOSTER CARE PAY-

MENTS TO APPLY TO PAYMENTS BY
QUALIFIED PLACEMENT AGENCIES.

(a) IN GENERAL.—The matter preceding sub-
paragraph (B) of section 131(b)(1) (defining
qualified foster care payment) is amended to
read as follows:

‘‘(1) IN GENERAL.—The term ‘qualified foster
care payment’ means any payment made pursu-
ant to a foster care program of a State or polit-
ical subdivision thereof—

‘‘(A) which is paid by—
‘‘(i) a State or political subdivision thereof, or
‘‘(ii) a qualified foster care placement agency,

and’’.
(b) QUALIFIED FOSTER INDIVIDUALS TO IN-

CLUDE INDIVIDUALS PLACED BY QUALIFIED
PLACEMENT AGENCIES.—Subparagraph (B) of
section 131(b)(2) (defining qualified foster indi-
vidual) is amended to read as follows:

‘‘(B) a qualified foster care placement agen-
cy.’’.

(c) QUALIFIED FOSTER CARE PLACEMENT
AGENCY DEFINED.—Subsection (b) of section 131
is amended by redesignating paragraph (3) as
paragraph (4) and by inserting after paragraph
(2) the following new paragraph:

‘‘(3) QUALIFIED FOSTER CARE PLACEMENT
AGENCY.—The term ‘qualified foster care place-
ment agency’ means any placement agency
which is licensed or certified by—

‘‘(A) a State or political subdivision thereof,
or

‘‘(B) an entity designated by a State or polit-
ical subdivision thereof,
for the foster care program of such State or po-
litical subdivision to make foster care payments
to providers of foster care.’’.

(d) EFFECTIVE DATE.—The amendments made
by this section shall apply to taxable years be-
ginning after December 31, 2001.
SEC. 405. INTEREST RATE RANGE FOR ADDI-

TIONAL FUNDING REQUIREMENTS.
(a) AMENDMENTS TO THE INTERNAL REVENUE

CODE OF 1986.—

(1) SPECIAL RULE.—Clause (i) of section
412(l)(7)(C) (relating to interest rate) is amended
by adding at the end the following new sub-
clause:

‘‘(III) SPECIAL RULE FOR 2002 AND 2003.—For
a plan year beginning in 2002 or 2003, notwith-
standing subclause (I), in the case that the rate
of interest used under subsection (b)(5) exceeds
the highest rate permitted under subclause (I),
the rate of interest used to determine current li-
ability under this subsection may exceed the
rate of interest otherwise permitted under sub-
clause (I); except that such rate of interest shall
not exceed 120 percent of the weighted average
referred to in subsection (b)(5)(B)(ii).’’.

(2) QUARTERLY CONTRIBUTIONS.—Subsection
(m) of section 412 is amended by adding at the
end the following new paragraph:

‘‘(7) SPECIAL RULES FOR 2002 AND 2004.—In
any case in which the interest rate used to de-
termine current liability is determined under
subsection (l)(7)(C)(i)(III)—

‘‘(A) 2002.—For purposes of applying para-
graphs (1) and (4)(B)(ii) for plan years begin-
ning in 2002, the current liability for the pre-
ceding plan year shall be redetermined using 120
percent as the specified percentage determined
under subsection (l)(7)(C)(i)(II).

‘‘(B) 2004.—For purposes of applying para-
graphs (1) and (4)(B)(ii) for plan years begin-
ning in 2004, the current liability for the pre-
ceding plan year shall be redetermined using 105
percent as the specified percentage determined
under subsection (l)(7)(C)(i)(II).’’.

(b) AMENDMENTS TO THE EMPLOYEE RETIRE-
MENT INCOME SECURITY ACT OF 1974.—

(1) SPECIAL RULE.—Clause (i) of section
302(d)(7)(C) of such Act (29 U.S.C. 1082(d)(7)(C))
is amended by adding at the end the following
new subclause:

‘‘(III) SPECIAL RULE FOR 2002 AND 2003.—For
a plan year beginning in 2002 or 2003, notwith-
standing subclause (I), in the case that the rate
of interest used under subsection (b)(5) exceeds
the highest rate permitted under subclause (I),
the rate of interest used to determine current li-
ability under this subsection may exceed the
rate of interest otherwise permitted under sub-
clause (I); except that such rate of interest shall
not exceed 120 percent of the weighted average
referred to in subsection (b)(5)(B)(ii).’’.

(2) QUARTERLY CONTRIBUTIONS.—Subsection
(e) of section 302 of such Act (29 U.S.C. 1082) is
amended by adding at the end the following
new paragraph:

‘‘(7) SPECIAL RULES FOR 2002 AND 2004.—In
any case in which the interest rate used to de-
termine current liability is determined under
subsection (d)(7)(C)(i)(III)—

‘‘(A) 2002.—For purposes of applying para-
graphs (1) and (4)(B)(ii) for plan years begin-
ning in 2002, the current liability for the pre-
ceding plan year shall be redetermined using 120
percent as the specified percentage determined
under subsection (d)(7)(C)(i)(II).

‘‘(B) 2004.—For purposes of applying para-
graphs (1) and (4)(B)(ii) for plan years begin-
ning in 2004, the current liability for the pre-
ceding plan year shall be redetermined using 105
percent as the specified percentage determined
under subsection (d)(7)(C)(i)(II).’’.

(c) PBGC.—Clause (iii) of section 4006(a)(3)(E)
of the Employee Retirement Income Security Act
of 1974 (29 U.S.C. 1306(a)(3)(E)) is amended by
adding at the end the following new subclause:

‘‘(IV) In the case of plan years beginning
after December 31, 2001, and before January 1,
2004, subclause (II) shall be applied by sub-
stituting ‘100 percent’ for ‘85 percent’. Subclause
(III) shall be applied for such years without re-
gard to the preceding sentence. Any reference to
this clause by any other sections or subsections
shall be treated as a reference to this clause
without regard to this subclause.’’.

SEC. 406. ADJUSTED GROSS INCOME DETER-
MINED BY TAKING INTO ACCOUNT
CERTAIN EXPENSES OF ELEMEN-
TARY AND SECONDARY SCHOOL
TEACHERS.

(a) IN GENERAL.—Section 62(a)(2) (relating to
certain trade and business deductions of em-
ployees) is amended by adding at the end the
following:

‘‘(D) CERTAIN EXPENSES OF ELEMENTARY AND
SECONDARY SCHOOL TEACHERS.—In the case of
taxable years beginning during 2002 or 2003, the
deductions allowed by section 162 which consist
of expenses, not in excess of $250, paid or in-
curred by an eligible educator in connection
with books, supplies (other than nonathletic
supplies for courses of instruction in health or
physical education), computer equipment (in-
cluding related software and services) and other
equipment, and supplementary materials used
by the eligible educator in the classroom.’’.

(b) ELIGIBLE EDUCATOR.—Section 62 is amend-
ed by adding at the end the following:

‘‘(d) DEFINITION; SPECIAL RULES.—
‘‘(1) ELIGIBLE EDUCATOR.—
‘‘(A) IN GENERAL.—For purposes of subsection

(a)(2)(D), the term ‘eligible educator’ means,
with respect to any taxable year, an individual
who is a kindergarten through grade 12 teacher,
instructor, counselor, principal, or aide in a
school for at least 900 hours during a school
year.

‘‘(B) SCHOOL.—The term ‘school’ means any
school which provides elementary education or
secondary education (kindergarten through
grade 12), as determined under State law.

‘‘(2) COORDINATION WITH EXCLUSIONS.—A de-
duction shall be allowed under subsection
(a)(2)(D) for expenses only to the extent the
amount of such expenses exceeds the amount ex-
cludable under section 135, 529(c)(1), or 530(d)(2)
for the taxable year.’’.

(c) EFFECTIVE DATE.—The amendments made
by this section shall apply to taxable years be-
ginning after December 31, 2001.

Subtitle B—Technical Corrections
SEC. 411. AMENDMENTS RELATED TO ECONOMIC

GROWTH AND TAX RELIEF REC-
ONCILIATION ACT OF 2001.

(a) AMENDMENTS RELATED TO SECTION 101 OF
THE ACT.—

(1) IN GENERAL.—Subsection (b) of section 6428
is amended to read as follows:

‘‘(b) CREDIT TREATED AS NONREFUNDABLE
PERSONAL CREDIT.—For purposes of this title,
the credit allowed under this section shall be
treated as a credit allowable under subpart A of
part IV of subchapter A of chapter 1.’’.

(2) CONFORMING AMENDMENTS.—
(A) Subsection (d) of section 6428 is amended

to read as follows:
‘‘(d) COORDINATION WITH ADVANCE REFUNDS

OF CREDIT.—
‘‘(1) IN GENERAL.—The amount of credit which

would (but for this paragraph) be allowable
under this section shall be reduced (but not
below zero) by the aggregate refunds and credits
made or allowed to the taxpayer under sub-
section (e). Any failure to so reduce the credit
shall be treated as arising out of a mathematical
or clerical error and assessed according to sec-
tion 6213(b)(1).

‘‘(2) JOINT RETURNS.—In the case of a refund
or credit made or allowed under subsection (e)
with respect to a joint return, half of such re-
fund or credit shall be treated as having been
made or allowed to each individual filing such
return.’’.

(B) Paragraph (2) of section 6428(e) is amend-
ed to read as follows:

‘‘(2) ADVANCE REFUND AMOUNT.—For purposes
of paragraph (1), the advance refund amount is
the amount that would have been allowed as a
credit under this section for such first taxable
year if—

‘‘(A) this section (other than subsections (b)
and (d) and this subsection) had applied to such
taxable year, and
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‘‘(B) the credit for such taxable year were not

allowed to exceed the excess (if any) of—
‘‘(i) the sum of the regular tax liability (as de-

fined in section 26(b)) plus the tax imposed by
section 55, over

‘‘(ii) the sum of the credits allowable under
part IV of subchapter A of chapter 1 (other than
the credits allowable under subpart C thereof,
relating to refundable credits).’’.

(b) AMENDMENT RELATED TO SECTION 201 OF
THE ACT.—Subparagraph (B) of section 24(d)(1)
is amended by striking ‘‘amount of credit al-
lowed by this section’’ and inserting ‘‘aggregate
amount of credits allowed by this subpart’’.

(c) AMENDMENTS RELATED TO SECTION 202 OF
THE ACT.—

(1) CORRECTIONS TO CREDIT FOR ADOPTION EX-
PENSES.—

(A) Paragraph (1) of section 23(a) is amended
to read as follows:

‘‘(1) IN GENERAL.—In the case of an indi-
vidual, there shall be allowed as a credit against
the tax imposed by this chapter the amount of
the qualified adoption expenses paid or incurred
by the taxpayer.’’.

(B) Subsection (a) of section 23 is amended by
adding at the end the following new paragraph:

‘‘(3) $10,000 CREDIT FOR ADOPTION OF CHILD
WITH SPECIAL NEEDS REGARDLESS OF EXPENSES.—
In the case of an adoption of a child with spe-
cial needs which becomes final during a taxable
year, the taxpayer shall be treated as having
paid during such year qualified adoption ex-
penses with respect to such adoption in an
amount equal to the excess (if any) of $10,000
over the aggregate qualified adoption expenses
actually paid or incurred by the taxpayer with
respect to such adoption during such taxable
year and all prior taxable years.’’.

(C) Paragraph (2) of section 23(a) is amended
by striking the last sentence.

(D) Paragraph (1) of section 23(b) is amended
by striking ‘‘subsection (a)(1)(A)’’ and inserting
‘‘subsection (a)’’.

(E) Subsection (i) of section 23 is amended by
striking ‘‘the dollar limitation in subsection
(b)(1)’’ and inserting ‘‘the dollar amounts in
subsections (a)(3) and (b)(1)’’.

(F) Expenses paid or incurred during any tax-
able year beginning before January 1, 2002, may
be taken into account in determining the credit
under section 23 of the Internal Revenue Code
of 1986 only to the extent the aggregate of such
expenses does not exceed the applicable limita-
tion under section 23(b)(1) of such Code as in ef-
fect on the day before the date of the enactment
of the Economic Growth and Tax Relief Rec-
onciliation Act of 2001.

(2) CORRECTIONS TO EXCLUSION FOR EM-
PLOYER-PROVIDED ADOPTION ASSISTANCE.—

(A) Subsection (a) of section 137 is amended to
read as follows:

‘‘(a) EXCLUSION.—
‘‘(1) IN GENERAL.—Gross income of an em-

ployee does not include amounts paid or ex-
penses incurred by the employer for qualified
adoption expenses in connection with the adop-
tion of a child by an employee if such amounts
are furnished pursuant to an adoption assist-
ance program.

‘‘(2) $10,000 EXCLUSION FOR ADOPTION OF CHILD
WITH SPECIAL NEEDS REGARDLESS OF EXPENSES.—
In the case of an adoption of a child with spe-
cial needs which becomes final during a taxable
year, the qualified adoption expenses with re-
spect to such adoption for such year shall be in-
creased by an amount equal to the excess (if
any) of $10,000 over the actual aggregate quali-
fied adoption expenses with respect to such
adoption during such taxable year and all prior
taxable years.’’.

(B) Paragraph (2) of section 137(b) is amended
by striking ‘‘subsection (a)(1)’’ and inserting
‘‘subsection (a)’’.

(3) EFFECTIVE DATE.—The amendments made
by this subsection shall apply to taxable years
beginning after December 31, 2002; except that
the amendments made by paragraphs (1)(C),

(1)(D), and (2)(B) shall apply to taxable years
beginning after December 31, 2001.

(d) AMENDMENTS RELATED TO SECTION 205 OF
THE ACT.—

(1) Section 45F(d)(4)(B) is amended by striking
‘‘subpart A, B, or D of this part’’ and inserting
‘‘this chapter or for purposes of section 55’’.

(2) Section 38(b)(15) is amended by striking
‘‘45F’’ and inserting ‘‘45F(a)’’.

(e) AMENDMENTS RELATED TO SECTION 301 OF
THE ACT.—

(1) Section 63(c)(2) is amended—
(A) in subparagraph (A), by striking ‘‘sub-

paragraph (C)’’ and inserting ‘‘subparagraph
(D)’’,

(B) by striking ‘‘or’’ at the end of subpara-
graph (B),

(C) by redesignating subparagraph (C) as sub-
paragraph (D),

(D) by inserting after subparagraph (B) the
following new subparagraph:

‘‘(C) one-half of the amount in effect under
subparagraph (A) in the case of a married indi-
vidual filing a separate return, or’’, and

(E) by inserting the following flush sentence
at the end:

‘‘If any amount determined under subparagraph
(A) is not a multiple of $50, such amount shall
be rounded to the next lowest multiple of $50.’’.

(2)(A) Section 63(c)(4) is amended by striking
‘‘paragraph (2) or (5)’’ and inserting ‘‘para-
graph (2)(B), (2)(D), or (5)’’.

(B) Section 63(c)(4)(B)(i) is amended by strik-
ing ‘‘paragraph (2)’’ and inserting ‘‘paragraph
(2)(B), (2)(D),’’.

(C) Section 63(c)(4) is amended by striking the
flush sentence at the end (as added by section
301(c)(2) of Public Law 107–17).

(f) AMENDMENT RELATED TO SECTION 401 OF
THE ACT.—Section 530(d)(4)(B)(iv) is amended
by striking ‘‘because the taxpayer elected under
paragraph (2)(C) to waive the application of
paragraph (2)’’ and inserting ‘‘by application of
paragraph (2)(C)(i)(II)’’.

(g) AMENDMENTS RELATED TO SECTION 511 OF
THE ACT.—

(1) Section 2511(c) is amended by striking
‘‘taxable gift under section 2503,’’ and inserting
‘‘transfer of property by gift,’’.

(2) Section 2101(b) is amended by striking the
last sentence.

(h) AMENDMENT RELATED TO SECTION 532 OF
THE ACT.—Section 2016 is amended by striking
‘‘any State, any possession of the United States,
or the District of Columbia,’’.

(i) AMENDMENTS RELATING TO SECTION 602 OF
THE ACT.—

(1) Subparagraph (A) of section 408(q)(3) is
amended to read as follows:

‘‘(A) QUALIFIED EMPLOYER PLAN.—The term
‘qualified employer plan’ has the meaning given
such term by section 72(p)(4)(A)(i); except that
such term shall also include an eligible deferred
compensation plan (as defined in section 457(b))
of an eligible employer described in section
457(e)(1)(A).’’.

(2) Section 4(c) of Employee Retirement In-
come Security Act of 1974 is amended—

(A) by inserting ‘‘and part 5 (relating to ad-
ministration and enforcement)’’ before the pe-
riod at the end, and

(B) by adding at the end the following new
sentence: ‘‘Such provisions shall apply to such
accounts and annuities in a manner similar to
their application to a simplified employee pen-
sion under section 408(k) of the Internal Rev-
enue Code of 1986.’’.

(j) AMENDMENTS RELATING TO SECTION 611 OF
THE ACT.—

(1) Section 408(k) is amended—
(A) in paragraph (2)(C) by striking ‘‘$300’’

and inserting ‘‘$450’’, and
(B) in paragraph (8) by striking ‘‘$300’’ both

places it appears and inserting ‘‘$450’’.
(2) Section 409(o)(1)(C)(ii) is amended—
(A) by striking ‘‘$500,000’’ both places it ap-

pears and inserting ‘‘$800,000’’, and

(B) by striking ‘‘$100,000’’ and inserting
‘‘$160,000’’.

(3) Section 611(i) of the Economic Growth and
Tax Relief Reconciliation Act of 2001 is amended
by adding at the end the following new para-
graph:

‘‘(3) SPECIAL RULE.—In the case of plan that,
on June 7, 2001, incorporated by reference the
limitation of section 415(b)(1)(A) of the Internal
Revenue Code of 1986, section 411(d)(6) of such
Code and section 204(g)(1) of the Employee Re-
tirement Income Security Act of 1974 do not
apply to a plan amendment that—

‘‘(A) is adopted on or before June 30, 2002,
‘‘(B) reduces benefits to the level that would

have applied without regard to the amendments
made by subsection (a) of this section, and

‘‘(C) is effective no earlier than the years de-
scribed in paragraph (2).’’.

(k) AMENDMENTS RELATING TO SECTION 613 OF
THE ACT.—

(1) Section 416(c)(1)(C)(iii) is amended by
striking ‘‘EXCEPTION FOR FROZEN PLAN’’ and in-
serting ‘‘EXCEPTION FOR PLAN UNDER WHICH NO
KEY EMPLOYEE (OR FORMER KEY EMPLOYEE) BEN-
EFITS FOR PLAN YEAR’’.

(2) Section 416(g)(3)(B) is amended by striking
‘‘separation from service’’ and inserting ‘‘sever-
ance from employment’’.

(l) AMENDMENTS RELATING TO SECTIONS 614
and 616 OF THE ACT.—

(1) Section 404(a)(12) is amended by striking
‘‘(9),’’ and inserting ‘‘(9) and subsection
(h)(1)(C),’’.

(2) Section 404(n) is amended by striking ‘‘sub-
section (a),’’ and inserting ‘‘subsection (a) or
paragraph (1)(C) of subsection (h)’’.

(3) Section 402(h)(2)(A) is amended by striking
‘‘15 percent’’ and inserting ‘‘25 percent’’.

(4) Section 404(a)(7)(C) is amended to read as
follows:

‘‘(C) PARAGRAPH NOT TO APPLY IN CERTAIN
CASES.—

‘‘(i) BENEFICIARY TEST.—This paragraph shall
not have the effect of reducing the amount oth-
erwise deductible under paragraphs (1), (2), and
(3), if no employee is a beneficiary under more
than 1 trust or under a trust and an annuity
plan.

‘‘(ii) ELECTIVE DEFERRALS.—If, in connection
with 1 or more defined contribution plans and 1
or more defined benefit plans, no amounts
(other than elective deferrals (as defined in sec-
tion 402(g)(3))) are contributed to any of the de-
fined contribution plans for the taxable year,
then subparagraph (A) shall not apply with re-
spect to any of such defined contribution plans
and defined benefit plans.’’.

(m) AMENDMENT RELATING TO SECTION 618 OF
THE ACT.—Section 25B(d)(2)(A) is amended to
read as follows:

‘‘(A) IN GENERAL.—The qualified retirement
savings contributions determined under para-
graph (1) shall be reduced (but not below zero)
by the aggregate distributions received by the
individual during the testing period from any
entity of a type to which contributions under
paragraph (1) may be made. The preceding sen-
tence shall not apply to the portion of any dis-
tribution which is not includible in gross income
by reason of a trustee-to-trustee transfer or a
rollover distribution.’’.

(n) AMENDMENTS RELATING TO SECTION 619 OF
THE ACT.—

(1) Section 45E(e)(1) is amended by striking
‘‘(n)’’ and inserting ‘‘(m)’’.

(2) Section 619(d) of the Economic Growth and
Tax Relief Reconciliation Act of 2001 is amended
by striking ‘‘established’’ and inserting ‘‘first ef-
fective’’.

(o) AMENDMENTS RELATING TO SECTION 631 OF
THE ACT.—

(1) Section 402(g)(1) is amended by adding at
the end the following:

‘‘(C) CATCH-UP CONTRIBUTIONS.—In addition
to subparagraph (A), in the case of an eligible
participant (as defined in section 414(v)), gross
income shall not include elective deferrals in ex-
cess of the applicable dollar amount under sub-
paragraph (B) to the extent that the amount of
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such elective deferrals does not exceed the appli-
cable dollar amount under section 414(v)(2)(B)(i)
for the taxable year (without regard to the
treatment of the elective deferrals by an applica-
ble employer plan under section 414(v)).’’.

(2) Section 401(a)(30) is amended by striking
‘‘402(g)(1)’’ and inserting ‘‘402(g)(1)(A)’’.

(3) Section 414(v)(2) is amended by adding at
the end the following:

‘‘(D) AGGREGATION OF PLANS.—For purposes
of this paragraph, plans described in clauses (i),
(ii), and (iv) of paragraph (6)(A) that are main-
tained by the same employer (as determined
under subsection (b), (c), (m) or (o)) shall be
treated as a single plan, and plans described in
clause (iii) of paragraph (6)(A) that are main-
tained by the same employer shall be treated as
a single plan.’’.

(4) Section 414(v)(3)(A)(i) is amended by strik-
ing ‘‘section 402(g), 402(h), 403(b), 404(a), 404(h),
408(k), 408(p), 415, or 457’’ and inserting ‘‘sec-
tion 401(a)(30), 402(h), 403(b), 408, 415(c), and
457(b)(2) (determined without regard to section
457(b)(3))’’.

(5) Section 414(v)(3)(B) is amended by striking
‘‘section 401(a)(4), 401(a)(26), 401(k)(3),
401(k)(11), 401(k)(12), 403(b)(12), 408(k), 408(p),
408B, 410(b), or 416’’ and inserting ‘‘section
401(a)(4), 401(k)(3), 401(k)(11), 403(b)(12), 408(k),
410(b), or 416’’.

(6) Section 414(v)(4)(B) is amended by insert-
ing before the period at the end the following: ‘‘,
except that a plan described in clause (i) of sec-
tion 410(b)(6)(C) shall not be treated as a plan
of the employer until the expiration of the tran-
sition period with respect to such plan (as deter-
mined under clause (ii) of such section)’’.

(7) Section 414(v)(5) is amended—
(A) by striking ‘‘, with respect to any plan

year,’’ in the matter preceding subparagraph
(A),

(B) by amending subparagraph (A) to read as
follows:

‘‘(A) who would attain age 50 by the end of
the taxable year,’’, and

(C) in subparagraph (B) by striking ‘‘plan
year’’ and inserting ‘‘plan (or other applicable)
year’’.

(8) Section 414(v)(6)(C) is amended to read as
follows:

‘‘(C) EXCEPTION FOR SECTION 457 PLANS.—This
subsection shall not apply to a participant for
any year for which a higher limitation applies
to the participant under section 457(b)(3).’’.

(9) Section 457(e) is amended by adding at the
end the following new paragraph:

‘‘(18) COORDINATION WITH CATCH-UP CON-
TRIBUTIONS FOR INDIVIDUALS AGE 50 OR OLDER.—
In the case of an individual who is an eligible
participant (as defined by section 414(v)) and
who is a participant in an eligible deferred com-
pensation plan of an employer described in
paragraph (1)(A), subsections (b)(3) and (c)
shall be applied by substituting for the amount
otherwise determined under the applicable sub-
section the greater of—

‘‘(A) the sum of—
‘‘(i) the plan ceiling established for purposes

of subsection (b)(2) (without regard to sub-
section (b)(3)), plus

‘‘(ii) the applicable dollar amount for the tax-
able year determined under section
414(v)(2)(B)(i), or

‘‘(B) the amount determined under the appli-
cable subsection (without regard to this para-
graph).’’.

(p) AMENDMENTS RELATING TO SECTION 632 OF
THE ACT.—

(1) Section 403(b)(1) is amended in the matter
following subparagraph (E) by striking ‘‘then
amounts contributed’’ and all that follows and
inserting the following:

‘‘then contributions and other additions by
such employer for such annuity contract shall
be excluded from the gross income of the em-
ployee for the taxable year to the extent that the
aggregate of such contributions and additions
(when expressed as an annual addition (within

the meaning of section 415(c)(2))) does not ex-
ceed the applicable limit under section 415. The
amount actually distributed to any distributee
under such contract shall be taxable to the dis-
tributee (in the year in which so distributed)
under section 72 (relating to annuities). For
purposes of applying the rules of this subsection
to contributions and other additions by an em-
ployer for a taxable year, amounts transferred
to a contract described in this paragraph by rea-
son of a rollover contribution described in para-
graph (8) of this subsection or section
408(d)(3)(A)(ii) shall not be considered contrib-
uted by such employer.’’.

(2) Section 403(b) is amended by striking para-
graph (6).

(3) Section 403(b)(3) is amended—
(A) in the first sentence by inserting the fol-

lowing before the period at the end: ‘‘, and
which precedes the taxable year by no more
than five years’’, and

(B) in the second sentence by striking ‘‘or any
amount received by a former employee after the
fifth taxable year following the taxable year in
which such employee was terminated’’.

(4) Section 415(c)(7) is amended to read as fol-
lows:

‘‘(7) SPECIAL RULES RELATING TO CHURCH
PLANS.—

‘‘(A) ALTERNATIVE CONTRIBUTION LIMITA-
TION.—

‘‘(i) IN GENERAL.—Notwithstanding any other
provision of this subsection, at the election of a
participant who is an employee of a church or
a convention or association of churches, includ-
ing an organization described in section
414(e)(3)(B)(ii), contributions and other addi-
tions for an annuity contract or retirement in-
come account described in section 403(b) with re-
spect to such participant, when expressed as an
annual addition to such participant’s account,
shall be treated as not exceeding the limitation
of paragraph (1) if such annual addition is not
in excess of $10,000.

‘‘(ii) $40,000 AGGREGATE LIMITATION.—The
total amount of additions with respect to any
participant which may be taken into account
for purposes of this subparagraph for all years
may not exceed $40,000.

‘‘(B) NUMBER OF YEARS OF SERVICE FOR DULY
ORDAINED, COMMISSIONED, OR LICENSED MIN-
ISTERS OR LAY EMPLOYEES.—For purposes of this
paragraph—

‘‘(i) all years of service by—
‘‘(I) a duly ordained, commissioned, or li-

censed minister of a church, or
‘‘(II) a lay person,

as an employee of a church, a convention or as-
sociation of churches, including an organization
described in section 414(e)(3)(B)(ii), shall be con-
sidered as years of service for 1 employer, and

‘‘(ii) all amounts contributed for annuity con-
tracts by each such church (or convention or as-
sociation of churches) or such organization dur-
ing such years for such minister or lay person
shall be considered to have been contributed by
1 employer.

‘‘(C) FOREIGN MISSIONARIES.—In the case of
any individual described in subparagraph (D)
performing services outside the United States,
contributions and other additions for an annu-
ity contract or retirement income account de-
scribed in section 403(b) with respect to such em-
ployee, when expressed as an annual addition
to such employee’s account, shall not be treated
as exceeding the limitation of paragraph (1) if
such annual addition is not in excess of the
greater of $3,000 or the employee’s includible
compensation determined under section
403(b)(3).

‘‘(D) ANNUAL ADDITION.—For purposes of this
paragraph, the term ‘annual addition’ has the
meaning given such term by paragraph (2).

‘‘(E) CHURCH, CONVENTION OR ASSOCIATION OF
CHURCHES.—For purposes of this paragraph, the
terms ‘church’ and ‘convention or association of
churches’ have the same meaning as when used
in section 414(e).’’.

(5) Section 457(e)(5) is amended to read as fol-
lows:

‘‘(5) INCLUDIBLE COMPENSATION.—The term
‘includible compensation’ has the meaning given
to the term ‘participant’s compensation’ by sec-
tion 415(c)(3).’’.

(6) Section 402(g)(7)(B) is amended by striking
‘‘2001.’’ and inserting ‘‘2001).’’.

(q) AMENDMENTS RELATING TO SECTION 643 OF
THE ACT.—

(1) Section 401(a)(31)(C)(i) is amended by in-
serting ‘‘is a qualified trust which is part of a
plan which is a defined contribution plan and’’
before ‘‘agrees’’.

(2) Section 402(c)(2) is amended by adding at
the end the following flush sentence:

‘‘In the case of a transfer described in subpara-
graph (A) or (B), the amount transferred shall
be treated as consisting first of the portion of
such distribution that is includible in gross in-
come (determined without regard to paragraph
(1)).’’.

(r) AMENDMENTS RELATING TO SECTION 648 OF
THE ACT.—

(1) Section 417(e) is amended—
(A) in paragraph (1) by striking ‘‘exceed the

dollar limit under section 411(a)(11)(A)’’ and in-
serting ‘‘exceed the amount that can be distrib-
uted without the participant’s consent under
section 411(a)(11)’’, and

(B) in paragraph (2)(A) by striking ‘‘exceeds
the dollar limit under section 411(a)(11)(A)’’ and
inserting ‘‘exceeds the amount that can be dis-
tributed without the participant’s consent under
section 411(a)(11)’’.

(2) Section 205(g) of the Employee Retirement
Income Security Act of 1974 is amended—

(A) in paragraph (1) by striking ‘‘exceed the
dollar limit under section 203(e)(1)’’ and insert-
ing ‘‘exceed the amount that can be distributed
without the participant’s consent under section
203(e)’’, and

(B) in paragraph (2)(A) by striking ‘‘exceeds
the dollar limit under section 203(e)(1)’’ and in-
serting ‘‘exceeds the amount that can be distrib-
uted without the participant’s consent under
section 203(e)’’.

(s) AMENDMENT RELATING TO SECTION 652 OF
THE ACT.—Section 404(a)(1)(D)(iv) is amended
by striking ‘‘PLANS MAINTAINED BY PROFES-
SIONAL SERVICE EMPLOYERS’’ and inserting
‘‘SPECIAL RULE FOR TERMINATING PLANS’’.

(t) AMENDMENTS RELATING TO SECTION 657 OF
THE ACT.—Section 404(c)(3) of the Employee Re-
tirement Income Security Act of 1974 is
amended—

(1) by striking ‘‘the earlier of’’ in subpara-
graph (A) the second place it appears, and

(2) by striking ‘‘if the transfer’’ and inserting
‘‘a transfer that’’.

(u) AMENDMENTS RELATING TO SECTION 659 OF
THE ACT.—

(1) Section 4980F is amended—
(A) in subsection (e)(1) by striking ‘‘written

notice’’ and inserting ‘‘the notice described in
paragraph (2)’’,

(B) by amending subsection (f)(2)(A) to read
as follows:

‘‘(A) any defined benefit plan described in
section 401(a) which includes a trust exempt
from tax under section 501(a), or’’, and

(C) in subsection (f)(3) by striking ‘‘signifi-
cantly’’ both places it appears.

(2) Section 204(h)(9) of the Employee Retire-
ment Income Security Act of 1974 is amended by
striking ‘‘significantly’’ both places it appears.

(3) Section 659(c)(3)(B) of the Economic
Growth and Tax Relief Reconciliation Act of
2001 is amended by striking ‘‘(or’’ and inserting
‘‘(and’’.

(v) AMENDMENTS RELATING TO SECTION 661 OF
THE ACT.—

(1) Section 412(c)(9)(B) is amended—
(A) in clause (ii) by striking ‘‘125 percent’’

and inserting ‘‘100 percent’’, and
(B) by adding at the end the following new

clause:
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‘‘(iv) LIMITATION.—A change in funding

method to use a prior year valuation, as pro-
vided in clause (ii), may not be made unless as
of the valuation date within the prior plan year,
the value of the assets of the plan are not less
than 125 percent of the plan’s current liability
(as defined in paragraph (7)(B)).’’.

(2) Section 302(c)(9)(B) of the Employee Re-
tirement Income Security Act of 1974 is
amended—

(A) in clause (ii) by striking ‘‘125 percent’’
and inserting ‘‘100 percent’’, and

(B) by adding at the end the following new
clause:

‘‘(iv) A change in funding method to use a
prior year valuation, as provided in clause (ii),
may not be made unless as of the valuation date
within the prior plan year, the value of the as-
sets of the plan are not less than 125 percent of
the plan’s current liability (as defined in para-
graph (7)(B)).’’.

(w) AMENDMENTS RELATING TO SECTION 662 OF
THE ACT.—

(1) Section 404(k) is amended—
(A) in paragraph (1) by striking ‘‘during the

taxable year’’,
(B) in paragraph (2)(B) by striking ‘‘(A)(iii)’’

and inserting ‘‘(A)(iv)’’,
(C) in paragraph (4)(B) by striking ‘‘(iii)’’ and

inserting ‘‘(iv)’’, and
(D) by redesignating subparagraph (B) of

paragraph (4) (as amended by subparagraph
(C)) as subparagraph (C) of paragraph (4) and
by inserting after subparagraph (A) the fol-
lowing new subparagraph:

‘‘(B) REINVESTMENT DIVIDENDS.—For purposes
of subparagraph (A), an applicable dividend re-
invested pursuant to clause (iii)(II) of para-
graph (2)(A) shall be treated as paid in the tax-
able year of the corporation in which such divi-
dend is reinvested in qualifying employer securi-
ties or in which the election under clause (iii) of
paragraph (2)(A) is made, whichever is later.’’.

(2) Section 404(k) is amended by adding at the
end the following new paragraph:

‘‘(7) FULL VESTING.—In accordance with sec-
tion 411, an applicable dividend described in
clause (iii)(II) of paragraph (2)(A) shall be sub-
ject to the requirements of section 411(a)(1).’’.

(x) EFFECTIVE DATE.—Except as provided in
subsection (c), the amendments made by this
section shall take effect as if included in the
provisions of the Economic Growth and Tax Re-
lief Reconciliation Act of 2001 to which they re-
late.
SEC. 412. AMENDMENTS RELATED TO COMMU-

NITY RENEWAL TAX RELIEF ACT OF
2000.

(a) AMENDMENT RELATED TO SECTION 101 OF
THE ACT.—Section 469(i)(3)(E) is amended by
striking clauses (ii), (iii), and (iv) and inserting
the following:

‘‘(ii) second to the portion of such loss to
which subparagraph (C) applies,

‘‘(iii) third to the portion of the passive activ-
ity credit to which subparagraph (B) or (D) does
not apply,

‘‘(iv) fourth to the portion of such credit to
which subparagraph (B) applies, and’’.

(b) AMENDMENT RELATED TO SECTION 306 OF
THE ACT.—Section 151(c)(6)(C) is amended—

(1) by striking ‘‘FOR EARNED INCOME CREDIT.—
For purposes of section 32, an’’ and inserting
‘‘FOR PRINCIPAL PLACE OF ABODE REQUIRE-
MENTS.—An’’, and

(2) by striking ‘‘requirement of section
32(c)(3)(A)(ii)’’ and inserting ‘‘principal place of
abode requirements of section 2(a)(1)(B), section
2(b)(1)(A), and section 32(c)(3)(A)(ii)’’.

(c) AMENDMENT RELATED TO SECTION 309 OF
THE ACT.—Subparagraph (A) of section 358(h)(1)
is amended to read as follows:

‘‘(A) which is assumed by another person as
part of the exchange, and’’.

(d) AMENDMENTS RELATED TO SECTION 401 OF
THE ACT.—

(1)(A) Section 1234A is amended by inserting
‘‘or’’ after the comma at the end of paragraph

(1), by striking ‘‘or’’ at the end of paragraph
(2), and by striking paragraph (3).

(B)(i) Section 1234B is amended in subsection
(a)(1) and in subsection (b) by striking ‘‘sale or
exchange’’ the first place it appears in each sub-
section and inserting ‘‘sale, exchange, or termi-
nation’’.

(ii) Section 1234B is amended by adding at the
end the following new subsection:

‘‘(f) CROSS REFERENCE.—
‘‘For special rules relating to dealer securi-

ties futures contracts, see section 1256.’’.
(2) Section 1091(e) is amended—
(A) in the heading, by striking ‘‘SECURITIES.—

’’ and inserting ‘‘SECURITIES AND SECURITIES
FUTURES CONTRACTS TO SELL.—’’,

(B) by inserting after ‘‘closing of a short sale
of’’ the following: ‘‘(or the sale, exchange, or
termination of a securities futures contract to
sell)’’,

(C) in paragraph (2), by inserting after ‘‘short
sale of’’ the following: ‘‘(or securities futures
contracts to sell)’’, and

(D) by adding at the end the following:
‘‘For purposes of this subsection, the term ‘secu-
rities futures contract’ has the meaning pro-
vided by section 1234B(c).’’.

(3)(A) Section 1233(e)(2) is amended by strik-
ing ‘‘and’’ at the end of subparagraph (C), by
striking the period and inserting ‘‘; and’’ at the
end of subparagraph (D), and inserting after
subparagraph (D) the following:

‘‘(E) entering into a securities futures contract
(as so defined) to sell shall be considered to be
a short sale, and the settlement of such contract
shall be considered to be the closing of such
short sale.’’.

(B) Section 1234B(b) is amended by inserting
after ‘‘or this section,’’ the following: ‘‘or in sec-
tion 1233,’’.

(e) EFFECTIVE DATE.—The amendments made
by this section shall take effect as if included in
the provisions of the Community Renewal Tax
Relief Act of 2000 to which they relate.
SEC. 413. AMENDMENTS RELATED TO THE TAX

RELIEF EXTENSION ACT OF 1999.
(a) AMENDMENTS RELATED TO SECTION 545 OF

THE ACT.—Section 857(b)(7) is amended—
(1) in clause (i) of subparagraph (B), by strik-

ing ‘‘the amount of which’’ and inserting ‘‘to
the extent the amount of the rents’’, and

(2) in subparagraph (C), by striking ‘‘if the
amount’’ and inserting ‘‘to the extent the
amount’’.

(b) EFFECTIVE DATE.—The amendments made
by this section shall take effect as if included in
section 545 of the Tax Relief Extension Act of
1999.
SEC. 414. AMENDMENTS RELATED TO THE TAX-

PAYER RELIEF ACT OF 1997.
(a) AMENDMENTS RELATED TO SECTION 311 OF

THE ACT.—Section 311(e) of the Taxpayer Relief
Act of 1997 (Public Law 105–34; 111 Stat. 836) is
amended—

(1) in paragraph (2)(A), by striking ‘‘recog-
nized’’ and inserting ‘‘included in gross in-
come’’, and

(2) by adding at the end the following new
paragraph:

‘‘(5) DISPOSITION OF INTEREST IN PASSIVE AC-
TIVITY.—Section 469(g)(1)(A) of the Internal
Revenue Code of 1986 shall not apply by reason
of an election made under paragraph (1).’’.

(b) EFFECTIVE DATE.—The amendments made
by this section shall take effect as if included in
section 311 of the Taxpayer Relief Act of 1997.
SEC. 415. AMENDMENT RELATED TO THE BAL-

ANCED BUDGET ACT OF 1997.
(a) AMENDMENT RELATED TO SECTION 4006 OF

THE ACT.—Section 26(b)(2) is amended by strik-
ing ‘‘and’’ at the end of subparagraph (P), by
striking the period and inserting ‘‘, and’’ at the
end of subparagraph (Q), and by adding at the
end the following new subparagraph:

‘‘(R) section 138(c)(2) (relating to penalty for
distributions from Medicare+Choice MSA not
used for qualified medical expenses if minimum
balance not maintained).’’.

(b) EFFECTIVE DATE.—The amendment made
by this section shall take effect as if included in
section 4006 of the Balanced Budget Act of 1997.
SEC. 416. OTHER TECHNICAL CORRECTIONS.

(a) COORDINATION OF ADVANCED PAYMENTS OF
EARNED INCOME CREDIT.—

(1) Section 32(g)(2) is amended by striking
‘‘subpart’’ and inserting ‘‘part’’.

(2) The amendment made by this subsection
shall take effect as if included in section 474 of
the Tax Reform Act of 1984.

(b) SPECIAL RULE RELATED TO WASH SALE
LOSSES.—

(1) Section 1256(f) is amended by adding at the
end the following new paragraph:

‘‘(5) SPECIAL RULE RELATED TO LOSSES.—Sec-
tion 1091 (relating to loss from wash sales of
stock or securities) shall not apply to any loss
taken into account by reason of paragraph (1)
of subsection (a).’’.

(2) The amendment made by this subsection
shall take effect as if included in section 5075 of
the Technical and Miscellaneous Revenue Act of
1988.

(c) DISCLOSURE BY SOCIAL SECURITY ADMINIS-
TRATION TO FEDERAL CHILD SUPPORT AGEN-
CIES.—

(1) Section 6103(l)(8) is amended—
(A) in the heading, by striking ‘‘STATE AND

LOCAL’’ and inserting ‘‘FEDERAL, STATE, AND
LOCAL’’, and

(B) in subparagraph (A), by inserting ‘‘Fed-
eral or’’ before ‘‘State or local’’.

(2) The amendments made by this subsection
shall take effect on the date of the enactment of
this Act.

(d) TREATMENT OF SETTLEMENTS UNDER PART-
NERSHIP AUDIT RULES.—

(1) The following provisions are each amended
by inserting ‘‘or the Attorney General (or his
delegate)’’ after ‘‘Secretary’’ each place it ap-
pears:

(A) Paragraphs (1) and (2) of section 6224(c).
(B) Section 6229(f)(2).
(C) Section 6231(b)(1)(C).
(D) Section 6234(g)(4)(A).
(2) The amendments made by this subsection

shall apply with respect to settlement agree-
ments entered into after the date of the enact-
ment of this Act.

(e) AMENDMENT RELATED TO PROCEDURE AND
ADMINISTRATION.—

(1) Section 6331(k)(3) (relating to no levy while
certain offers pending or installment agreement
pending or in effect) is amended to read as fol-
lows:

‘‘(3) CERTAIN RULES TO APPLY.—Rules similar
to the rules of—

‘‘(A) paragraphs (3) and (4) of subsection (i),
and

‘‘(B) except in the case of paragraph (2)(C),
paragraph (5) of subsection (i),
shall apply for purposes of this subsection.’’.

(2) The amendment made by this subsection
shall take effect on the date of the enactment of
this Act.

(f) MODIFIED ENDOWMENT CONTRACTS.—Para-
graph (2) of section 318(a) of the Community Re-
newal Tax Relief Act of 2000 (114 Stat. 2763A–
645) is repealed, and clause (ii) of section
7702A(c)(3)(A) shall read and be applied as if
the amendment made by such paragraph had
not been enacted.
SEC. 417. CLERICAL AMENDMENTS.

(1) The subsection (g) of section 25B that re-
lates to termination is redesignated as sub-
section (h).

(2) The second sentence of section 42(h)(3)(C)
is amended by striking ‘‘the amounts described
in’’ and all that follows through the period and
inserting ‘‘the amounts described in clauses (ii)
through (iv) over the aggregate housing credit
dollar amount allocated for such year.’’.

(3) Clause (ii) of section 42(m)(1)(B) is amend-
ed by striking the second ‘‘and’’ at the end of
subclause (II) and by inserting ‘‘and’’ at the
end of subclause (III).
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(4) Section 51A(c)(1) is amended by striking

‘‘51(d)(10)’’ and inserting ‘‘51(d)(11)’’.
(5) The flush sentence at the end of clause (ii)

of section 56(a)(1)(A) is amended by striking
‘‘such 1250’’ and inserting ‘‘such section 1250’’.

(6) Section 151(c)(6)(B)(iii) is amended by in-
serting ‘‘as’’ before ‘‘such terms’’.

(7) Section 170(e)(6)(B)(i)(III) is amended by
striking ‘‘2000,’’ and inserting ‘‘2000),’’.

(8) Section 172(b)(1)(F)(i) is amended—
(A) by striking ‘‘3 years’’ and inserting ‘‘3

taxable years’’, and
(B) by striking ‘‘2 years’’ and inserting ‘‘2

taxable years’’.
(9) Section 351(h)(1) is amended by inserting a

comma after ‘‘liability’’.
(10) Section 475(g)(3) is amended by striking

‘‘sections’’ and inserting ‘‘section’’.
(11) Section 529(e)(3)(B)(i) is amended by

striking ‘‘subsection (b)(7)’’ and inserting ‘‘sub-
section (b)(6)’’.

(12) Section 741 is amended by striking ‘‘which
have appreciated substantially in value’’.

(13) Section 857(b)(7)(B)(i) is amended by
striking ‘‘subsection 856(d)’’ and inserting ‘‘sec-
tion 856(d)’’.

(14) Subparagraph (B) of section 943(e)(4) is
amended by aligning the left margin of the flush
language with subparagraph (A).

(15) Subparagraph (B) of section 995(b)(3) is
amended by striking ‘‘International Security As-
sistance and Arms Export Control Act of 1976’’
and inserting ‘‘Arms Export Control Act’’.

(16) Section 1394(c)(2) is amended by striking
‘‘subparagraph (A)’’ and inserting ‘‘paragraph
(1)’’.

(17)(A) The section heading for section 4980E
is amended to read as follows:
‘‘SEC. 4980E. FAILURE OF EMPLOYER TO MAKE

COMPARABLE ARCHER MSA CON-
TRIBUTIONS.’’.

(B) The item relating to section 4980E in the
table of sections for chapter 43 is amended to
read as follows:

‘‘Sec. 4980E. Failure of employer to make
comparable Archer MSA contribu-
tions.’’.

(18) Section 6105(c)(1) is amended by striking
‘‘any’’ in subparagraphs (C) and (E).

(19)(A) Section 6227(d) is amended by striking
‘‘subsection (b)’’ and inserting ‘‘subsection (c)’’.

(B) Section 6228 is amended—
(i) in subsection (a)(1), by striking ‘‘subsection

(b) of section 6227’’ and inserting ‘‘subsection (c)
of section 6227’’,

(ii) in subsection (a)(3)(A), by striking ‘‘sub-
section (b) of’’, and

(iii) in subsections (b)(1) and (b)(2)(A), by
striking ‘‘subsection (c) of section 6227’’ and in-
serting ‘‘subsection (d) of section 6227’’.

(C) Section 6231(b)(2)(B)(i) is amended by
striking ‘‘section 6227(c)’’ and inserting ‘‘section
6227(d)’’.

(20) Section 1221(b)(1)(B)(i) is amended by
striking ‘‘1256(b))’’ and inserting ‘‘1256(b)))’’.

(21) Section 159 of the Community Renewal
Tax Relief Act of 2000 (114 Stat. 2763A–624) is
amended by striking ‘‘fuctions’’ and inserting
‘‘functions’’.

(22) The amendment to section 170(e)(6)(B)(iv)
made by section 165(b)(1) of the Community Re-
newal Tax Relief Act of 2000 (114 Stat. 2763A–
626) shall be applied as if it struck ‘‘in any of
the grades K–12’’.

(23) Section 618(b)(2) of the Economic Growth
and Tax Relief Reconciliation Act of 2001 (Pub-
lic Law 107–16; 115 Stat. 108) is amended—

(A) in subparagraph (A) by striking ‘‘203(d)’’
and inserting ‘‘202(f)’’, and

(B) in subparagraphs (C), (D), and (E) by
striking ‘‘203’’ and inserting ‘‘202(f)’’.

(24)(A) Section 525 of the Ticket to Work and
Work Incentives Improvement Act of 1999 (Pub-
lic Law 106–170; 113 Stat. 1928) is amended by
striking ‘‘7200’’ and inserting ‘‘7201’’.

(B) Section 532(c)(2) of such Act (113 Stat.
1930) is amended—

(i) in subparagraph (D), by striking
‘‘341(d)(3)’’ and inserting ‘‘341(d)’’, and

(ii) in subparagraph (Q), by striking
‘‘954(c)(1)(B)(iii) and inserting ‘‘954(c)(1)(B)’’.
SEC. 418. ADDITIONAL CORRECTIONS.

(a) AMENDMENTS RELATED TO SECTION 202 OF
THE ECONOMIC GROWTH AND TAX RELIEF REC-
ONCILIATION ACT OF 2001.—

(1) Subsection (h) of section 23 is amended—
(A) by striking ‘‘subsection (a)(1)(B)’’ and in-

serting ‘‘subsection (a)(3)’’, and
(B) by adding at the end the following new

flush sentence:

‘‘If any amount as increased under the pre-
ceding sentence is not a multiple of $10, such
amount shall be rounded to the nearest multiple
of $10.’’.

(2) Subsection (f) of section 137 is amended by
adding at the end the following new flush sen-
tence:

‘‘If any amount as increased under the pre-
ceding sentence is not a multiple of $10, such
amount shall be rounded to the nearest multiple
of $10.’’.

(b) AMENDMENTS RELATED TO SECTION 204 OF
THE ECONOMIC GROWTH AND TAX RELIEF REC-
ONCILIATION ACT OF 2001.—Section 21(d)(2) is
amended—

(1) in subparagraph (A) by striking ‘‘$200’’
and inserting ‘‘$250’’, and

(2) in subparagraph (B) by striking ‘‘$400’’
and inserting ‘‘$500’’.

(c) EFFECTIVE DATE.—The amendments made
by this section shall take effect as if included in
the provisions of the Economic Growth and Tax
Relief Reconciliation Act of 2001 to which they
relate.

TITLE V—SOCIAL SECURITY HELD HARM-
LESS; BUDGETARY TREATMENT OF ACT

SEC. 501. NO IMPACT ON SOCIAL SECURITY
TRUST FUNDS.

(a) IN GENERAL.—Nothing in this Act (or an
amendment made by this Act) shall be construed
to alter or amend title II of the Social Security
Act (or any regulation promulgated under that
Act).

(b) TRANSFERS.—
(1) ESTIMATE OF SECRETARY.—The Secretary

of the Treasury shall annually estimate the im-
pact that the enactment of this Act has on the
income and balances of the trust funds estab-
lished under section 201 of the Social Security
Act (42 U.S.C. 401).

(2) TRANSFER OF FUNDS.—If, under paragraph
(1), the Secretary of the Treasury estimates that
the enactment of this Act has a negative impact
on the income and balances of the trust funds
established under section 201 of the Social Secu-
rity Act (42 U.S.C. 401), the Secretary shall
transfer, not less frequently than quarterly,
from the general revenues of the Federal Gov-
ernment an amount sufficient so as to ensure
that the income and balances of such trust
funds are not reduced as a result of the enact-
ment of this Act.
SEC. 502. EMERGENCY DESIGNATION.

Congress designates as emergency require-
ments pursuant to section 252(e) of the Balanced
Budget and Emergency Deficit Control Act of
1985 the following amounts:

(1) An amount equal to the amount by which
revenues are reduced by this Act below the rec-
ommended levels of Federal revenues for fiscal
year 2002, the total of fiscal years 2002 through
2006, and the total of fiscal years 2002 through
2011, provided in the conference report accom-
panying H. Con. Res. 83, the concurrent resolu-
tion on the budget for fiscal year 2002.

(2) Amounts equal to the amounts of new
budget authority and outlays provided in this
Act in excess of the allocations under section
302(a) of the Congressional Budget Act of 1974
to the Committee on Finance of the Senate for
fiscal year 2002, the total of fiscal years 2002
through 2006, and the total of fiscal years 2002
through 2011.

TITLE VI—EXTENSIONS OF CERTAIN
EXPIRING PROVISIONS

SEC. 601. ALLOWANCE OF NONREFUNDABLE PER-
SONAL CREDITS AGAINST REGULAR
AND MINIMUM TAX LIABILITY.

(a) IN GENERAL.—Paragraph (2) of section
26(a) is amended—

(1) by striking ‘‘RULE FOR 2000 AND 2001.—’’ and
inserting ‘‘RULE FOR 2000, 2001, 2002, AND 2003.—’’,
and

(2) by striking ‘‘during 2000 or 2001,’’ and in-
serting ‘‘during 2000, 2001, 2002, or 2003,’’.

(b) CONFORMING AMENDMENTS.—
(1) Section 904(h) is amended by striking

‘‘during 2000 or 2001’’ and inserting ‘‘during
2000, 2001, 2002, or 2003’’.

(2) The amendments made by sections 201(b),
202(f), and 618(b) of the Economic Growth and
Tax Relief Reconciliation Act of 2001 shall not
apply to taxable years beginning during 2002
and 2003.

(c) EFFECTIVE DATE.—The amendments made
by this section shall apply to taxable years be-
ginning after December 31, 2001.
SEC. 602. CREDIT FOR QUALIFIED ELECTRIC VE-

HICLES.
(a) IN GENERAL.—Section 30 is amended—
(1) in subsection (b)(2)—
(A) by striking ‘‘December 31, 2001,’’ and in-

serting ‘‘December 31, 2003,’’, and
(B) in subparagraphs (A), (B), and (C), by

striking ‘‘2002’’, ‘‘2003’’, and ‘‘2004’’, respec-
tively, and inserting ‘‘2004’’, ‘‘2005’’, and
‘‘2006’’, respectively, and

(2) in subsection (e), by striking ‘‘December 31,
2004’’ and inserting ‘‘December 31, 2006’’.

(b) CONFORMING AMENDMENTS.—
(1) Subparagraph (C) of section 280F(a)(1) is

amended by adding at the end the following
new clause:

‘‘(iii) APPLICATION OF SUBPARAGRAPH.—This
subparagraph shall apply to property placed in
service after August 5, 1997, and before January
1, 2007.’’.

(2) Subsection (b) of section 971 of the Tax-
payer Relief Act of 1997 is amended by striking
‘‘and before January 1, 2005’’.

(c) EFFECTIVE DATE.—The amendments made
by this section shall apply to property placed in
service after December 31, 2001.
SEC. 603. CREDIT FOR ELECTRICITY PRODUCED

FROM CERTAIN RENEWABLE RE-
SOURCES.

(a) IN GENERAL.—Subparagraphs (A), (B),
and (C) of section 45(c)(3) are both amended by
striking ‘‘2002’’ and inserting ‘‘2004’’.

(b) EFFECTIVE DATE.—The amendments made
by subsection (a) shall apply to facilities placed
in service after December 31, 2001.
SEC. 604. WORK OPPORTUNITY CREDIT.

(a) IN GENERAL.—Subparagraph (B) of section
51(c)(4) is amended by striking ‘‘2001’’ and in-
serting ‘‘2003’’.

(b) EFFECTIVE DATE.—The amendment made
by subsection (a) shall apply to individuals who
begin work for the employer after December 31,
2001.
SEC. 605. WELFARE-TO-WORK CREDIT.

(a) IN GENERAL.—Subsection (f) of section 51A
is amended by striking ‘‘2001’’ and inserting
‘‘2003’’.

(b) EFFECTIVE DATE.—The amendment made
by subsection (a) shall apply to individuals who
begin work for the employer after December 31,
2001.
SEC. 606. DEDUCTION FOR CLEAN-FUEL VEHI-

CLES AND CERTAIN REFUELING
PROPERTY.

(a) IN GENERAL.—Section 179A is amended—
(1) in subsection (b)(1)(B)—
(A) by striking ‘‘December 31, 2001,’’ and in-

serting ‘‘December 31, 2003,’’, and
(B) in clauses (i), (ii), and (iii), by striking

‘‘2002’’, ‘‘2003’’, and ‘‘2004’’, respectively, and
inserting ‘‘2004’’, ‘‘2005’’, and ‘‘2006’’, respec-
tively, and

(2) in subsection (f), by striking ‘‘December 31,
2004’’ and inserting ‘‘December 31, 2006’’.

VerDate 11-MAY-2000 02:01 Mar 08, 2002 Jkt 099060 PO 00000 Frm 00049 Fmt 4624 Sfmt 6333 E:\CR\FM\A07MR6.032 pfrm02 PsN: S07PT1



CONGRESSIONAL RECORD — SENATES1670 March 7, 2002
(b) EFFECTIVE DATE.—The amendments made

by subsection (a) shall apply to property placed
in service after December 31, 2001.
SEC. 607. TAXABLE INCOME LIMIT ON PERCENT-

AGE DEPLETION FOR OIL AND NAT-
URAL GAS PRODUCED FROM MAR-
GINAL PROPERTIES.

(a) IN GENERAL.—Subparagraph (H) of section
613A(c)(6) is amended by striking ‘‘2002’’ and in-
serting ‘‘2004’’.

(b) EFFECTIVE DATE.—The amendment made
by subsection (a) shall apply to taxable years
beginning after December 31, 2001.
SEC. 608. QUALIFIED ZONE ACADEMY BONDS.

(a) IN GENERAL.—Paragraph (1) of section
1397E(e) is amended by striking ‘‘2000, and 2001’’
and inserting ‘‘2000, 2001, 2002, and 2003’’.

(b) EFFECTIVE DATE.—The amendment made
by subsection (a) shall apply to obligations
issued after the date of the enactment of this
Act.
SEC. 609. COVER OVER OF TAX ON DISTILLED

SPIRITS.
(a) IN GENERAL.—Paragraph (1) of section

7652(f) is amended by striking ‘‘January 1, 2002’’
and inserting ‘‘January 1, 2004’’.

(b) EFFECTIVE DATE.—The amendment made
by subsection (a) shall apply to articles brought
into the United States after December 31, 2001.
SEC. 610. PARITY IN THE APPLICATION OF CER-

TAIN LIMITS TO MENTAL HEALTH
BENEFITS.

(a) IN GENERAL.—Subsection (f) of section
9812, as amended by the Departments of Labor,
Health and Human Services, and Education,
and Related Agencies Appropriations Act, 2002,
is amended to read as follows:

‘‘(f) APPLICATION OF SECTION.—This section
shall not apply to benefits for services
furnished—

‘‘(1) on or after September 30, 2001, and before
January 10, 2002, and

‘‘(2) after December 31, 2003.’’.
(b) EFFECTIVE DATE.—The amendment made

by subsection (a) shall apply to plan years be-
ginning after December 31, 2000.
SEC. 611. TEMPORARY SPECIAL RULES FOR TAX-

ATION OF LIFE INSURANCE COMPA-
NIES.

(a) REDUCTION IN MUTUAL LIFE INSURANCE
COMPANY DEDUCTIONS NOT TO APPLY IN CER-
TAIN YEARS.—Section 809 (relating to reduction
in certain deductions of material life insurance
companies) is amended by adding at the end the
following:

‘‘(j) DIFFERENTIAL EARNINGS RATE TREATED
AS ZERO FOR CERTAIN YEARS.—Notwithstanding
subsection (c) or (f), the differential earnings
rate shall be treated as zero for purposes of com-
puting both the differential earnings amount
and the recomputed differential earnings
amount for a mutual life insurance company’s
taxable years beginning in 2001, 2002, or 2003.’’.

(b) EFFECTIVE DATE.—The amendment made
by this section shall apply to taxable years be-
ginning after December 31, 2000.
SEC. 612. AVAILABILITY OF MEDICAL SAVINGS AC-

COUNTS.
(a) IN GENERAL.—Paragraphs (2) and (3)(B) of

section 220(i) (defining cut-off year) are each
amended by striking ‘‘2002’’ each place it ap-
pears and inserting ‘‘2003’’.

(b) CONFORMING AMENDMENTS.—
(1) Paragraph (2) of section 220(j) is amended

by striking ‘‘1998, 1999, or 2001’’ each place it
appears and inserting ‘‘1998, 1999, 2001, or
2002’’.

(2) Subparagraph (A) of section 220(j)(4) is
amended by striking ‘‘and 2001’’ and inserting
‘‘2001, and 2002’’.

(c) EFFECTIVE DATE.—The amendments made
by this section shall take effect on January 1,
2002.
SEC. 613. INCENTIVES FOR INDIAN EMPLOYMENT

AND PROPERTY ON INDIAN RES-
ERVATIONS.

(a) EMPLOYMENT.—Subsection (f) of section
45A is amended by striking ‘‘December 31, 2003’’
and inserting ‘‘December 31, 2004’’.

(b) PROPERTY.—Paragraph (8) of section 168(j)
is amended by striking ‘‘December 31, 2003’’ and
inserting ‘‘December 31, 2004’’.
SEC. 614. SUBPART F EXEMPTION FOR ACTIVE FI-

NANCING.
(a) IN GENERAL.—
(1) Section 953(e)(10) is amended—
(A) by striking ‘‘January 1, 2002’’ and insert-

ing ‘‘January 1, 2007’’, and
(B) by striking ‘‘December 31, 2001’’ and in-

serting ‘‘December 31, 2006’’.
(2) Section 954(h)(9) is amended by striking

‘‘January 1, 2002’’ and inserting ‘‘January 1,
2007’’.

(b) LIFE INSURANCE AND ANNUITY CON-
TRACTS.—

(1) IN GENERAL.—Subparagraph (B) of section
954(i)(4) is amended to read as follows:

‘‘(B) LIFE INSURANCE AND ANNUITY CON-
TRACTS.—

‘‘(i) IN GENERAL.—Except as provided in
clause (ii), the amount of the reserve of a quali-
fying insurance company or qualifying insur-
ance company branch for any life insurance or
annuity contract shall be equal to the greater
of—

‘‘(I) the net surrender value of such contract
(as defined in section 807(e)(1)(A)), or

‘‘(II) the reserve determined under paragraph
(5).

‘‘(ii) RULING REQUEST, ETC.—The amount of
the reserve under clause (i) shall be the foreign
statement reserve for the contract (less any ca-
tastrophe, deficiency, equalization, or similar
reserves), if, pursuant to a ruling request sub-
mitted by the taxpayer or as provided in pub-
lished guidance, the Secretary determines that
the factors taken into account in determining
the foreign statement reserve provide an appro-
priate means of measuring income.’’.

(c) EFFECTIVE DATE.—The amendments made
by this section shall apply to taxable years be-
ginning after December 31, 2001.
SEC. 615. REPEAL OF REQUIREMENT FOR AP-

PROVED DIESEL OR KEROSENE TER-
MINALS.

(a) IN GENERAL.—Subsection (e) of section
4101 is hereby repealed.

(b) EFFECTIVE DATE.—The amendment made
by subsection (a) shall take effect on January 1,
2002.
SEC. 616. REAUTHORIZATION OF TANF SUPPLE-

MENTAL GRANTS FOR POPULATION
INCREASES FOR FISCAL YEAR 2002.

Section 403(a)(3) of the Social Security Act (42
U.S.C. 603(a)(3)) is amended by adding at the
end the following:

‘‘(H) REAUTHORIZATION OF GRANTS FOR FISCAL
YEAR 2002.—Notwithstanding any other provision
of this paragraph—

‘‘(i) any State that was a qualifying State
under this paragraph for fiscal year 2001 or any
prior fiscal year shall be entitled to receive from
the Secretary for fiscal year 2002 a grant in an
amount equal to the amount required to be paid
to the State under this paragraph for the most
recent fiscal year in which the State was a
qualifying State;

‘‘(ii) subparagraph (G) shall be applied as if
‘2002’ were substituted for ‘2001’; and

‘‘(iii) out of any money in the Treasury of the
United States not otherwise appropriated, there
are appropriated for fiscal year 2002 such sums
as are necessary for grants under this subpara-
graph.’’.
SEC. 617. 1-YEAR EXTENSION OF CONTINGENCY

FUND UNDER THE TANF PROGRAM.
Section 403(b) of the Social Security Act (42

U.S.C. 603(b)) is amended—
(1) in paragraph (2), by striking ‘‘and 2001’’

and inserting ‘‘2001, and 2002’’; and
(2) in paragraph (3)(C)(ii), by striking ‘‘2001’’

and inserting ‘‘2002’’.

Mr. DASCHLE. Madam President,
this unanimous consent is required in
order for us to finish our work on the
economic stimulus package that was

just sent to us this afternoon from the
House. Senator LOTT and I have dis-
cussed this matter throughout the day.
As I said, I had an earlier conversation
with the distinguished ranking member
of the Finance Committee, as well as
the chairman of the Finance Com-
mittee, and we are now in a position to
proceed to a vote on the stimulus pack-
age tomorrow morning.

We haven’t set a time, but I expect
the votes will be taken at approxi-
mately 9:30. So there will be two votes
at 9:30—one on the unanimous consent
that we have just now agreed to, the
so-called economic stimulus unemploy-
ment insurance extension legislation,
and one on the McCain amendment.

I thank my colleagues for their par-
ticipation and cooperation.

The PRESIDING OFFICER. The Sen-
ator from Virginia is recognized.

Mr. WARNER. Madam President, I
have worked closely with Senator COL-
LINS for some time now on legislation
to provide much needed tax relief for
our educators. Tonight, I am pleased to
report that the Senate should soon
pass H.R. 3090, the Job Creation and
Worker Assistance Act of 2002, as pre-
viously passed by the House of Rep-
resentatives. With passage of this legis-
lation, Senator COLLINS and I will have
finally achieved our shared goal of pro-
viding much needed tax relief for our
Nation’s teachers.

The Collins/Warner provision that is
in this legislation, was crafted by Sen-
ator COLLINS and myself after months
of consultations with Senator GRASS-
LEY, Senator BAUCUS, Senator ALLEN,
and House Ways and Means Chairman
THOMAS.

Simply put, the provision provides a
$250 above the line deduction for edu-
cators who incur out of pocket ex-
penses for supplies they bring into the
classroom to better the education of
their students. The National Education
Association played a key role and its
many members should look with pride
and satisfaction on their constructive
advice to the Congress. The President
of the Virginia Education Association,
Jean Bankos also helped lead this su-
perb effort. Our teachers in this coun-
try are overworked, underpaid, and all
too often, under-appreciated. In addi-
tion to these factors, our teachers ex-
pend significant money out of their
own pocket to better the education of
our children. Most typically, our teach-
ers are spending significant amounts of
money out of their own pocket on
classroom expenses—such as books,
supplies, pens, paper, and computer
equipment. These out of pocket costs
place lasting financial burdens on our
teachers. This is one reason our teach-
ers are leaving the profession. Little
wonder that our country is in the
midst of a teacher shortage.

Estimates are that 2.4 million new
teachers will be needed by 2009 because
of teacher attrition, teacher retire-
ment and increased student enroll-
ment. While the primary responsibility
rests with the states, I believe the Fed-
eral Government can and should play a
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role in helping to alleviate the Nation’s
teaching shortage. On a federal level,
we can encourage individuals to enter
the teaching profession and remain in
the profession by providing tax relief
to teachers for the costs that they
incur as part of the profession.

Madam President, our teachers have
made a personal commitment to edu-
cate the next generation and to
strengthen America. While many peo-
ple spend their lives building careers,
our teachers spend their careers build-
ing lives. The Teacher Tax Relief pro-
visions in this bill go a long way to-
wards providing our teachers with the
recognition they deserve by providing
teachers with important and much
needed tax relief.

I am proud to have had the oppor-
tunity to work with Senator COLLINS
and so many others to eventually make
our goal a reality.

I commend the leadership of the ma-
jority and the minority for their ef-
forts. I have long supported the con-
cept of having the stimulus package.
While it may not be what each of us
wanted, it is essential, particularly the
unemployment provisions and the pro-
visions about teachers, with which I
have long been associated. I thank the
leadership.

Madam President, I commend the
President of the United States for his
commitment, along with his several
Cabinet officers who have fought so
strongly for passage of a stimulus
package. The American economy is, I
believe, showing some signs of recov-
ery, but I believe that this is an addi-
tional step to shore up the confidence
of the people of this country in the
economy.

Within the stimulus package we will
vote on tomorrow are provisions that I
worked on with Senator COLLINS and
others for some time that relate to
teachers. In my visits to educational
institutions throughout the Common-
wealth of Virginia, I have often
learned—inadvertently, not because
teachers come up to me and tell me
about it, because they are rather mod-
est—but, in fact, so many of our teach-
ers, particularly those in the lower
grades and those in schools which, for
whatever reason, might not be as well
financed as other institutions in our
State, have taken from their own pock-
ets, funds to buy school supplies which
are needed to help their particular stu-
dents in their classroom perform their
educational responsibilities. Some-
times it is paper. Sometimes it is cray-
ons, occasionally books. I find this ex-
traordinary. As I say, they have not
come to me and asked: Oh, we want
this, we want that. They are very hum-
ble about it.

Senator COLLINS and I, and my col-
league, Senator ALLEN, who has been
very active in the entire area of edu-
cation with me—I happen to serve on
the committee for education in the
Senate—but we have as a team, to-
gether with other Senators, have been
working on this concept for some time.

The National Education Association
took a pivotal role in seeing that this
legislation was incorporated in the
House bill. Now at long last, we do
have a measure of success, and it is
owed to the teachers and the National
Education Association and other col-
leagues here who have worked on it
with me.

I am delighted over the whole pros-
pect of this being passed. It is only a
$250 above the line deduction. But at
long last teachers can point to some-
thing—‘‘this is our’s; we helped make
it happen, and we are proud of it.’’

I thank the Chair. I yield the floor
and suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. REID. Madam President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

f

THE VIRGINIA GARCIA MEMORIAL
HEALTH CENTER

Mr. SMITH of Oregon. Madam Presi-
dent, today I rise today to give tribute
to some of the health care heroes in my
home State of Oregon. They are the
hard-working people who staff the Vir-
ginia Garcia Memorial Health Center
in Cornelius, OR.

Virginia Garcia was a 6-year-old girl
who died from a treatable infection in
the 1970s. She died, not because she
lacked health care, but because no one
spoke to her family in the only lan-
guage they knew—Spanish.

Access to health care involves more
than insurance. Barriers to access con-
tinue to exist even when financial
problems to health care are removed.
Disparities in health care and health
outcomes reflect these barriers.

For example, Latinos are twice as
likely as White Americans to have dia-
betes, and twice as likely to have cer-
vical cancer. They also trail other eth-
nic groups in childhood immunizations
and health insurance coverage.

The Virginia Garcia Clinic does a
wonderful job at bridging the large gap
between access to coverage and access
to care. The clinic serves nearly 8,000
patients a year, 80 percent of whom are
Spanish speaking, and 90 percent of
whom are below the poverty level. Pa-
tients in the clinic pay for their serv-
ices on a sliding scale, sometimes as
low as $5 per visit.

Access to high quality, affordable,
and culturally accessible care has
saved many lives, and improved the
quality of lives of many others. I have
two true stories to relate to you today,
though I really don’t need to use their
names, because they represent thou-
sands of people across my home State.
I will refer to them just as people in
need of health care.

One woman who has benefitted from
the good works of the Virginia Garcia
Clinic came to the clinic after moving

to the U.S. from Mexico. She had suf-
fered from breast cancer, and under-
went a mastectomy and a long, expen-
sive treatment of chemotherapy that
had bankrupted her family. To pay for
this treatment, they lost their home.

She turned to the Virginia Garcia
Health Center for help. She needed
very expensive medication, and the
clinic managed to provide it to her. To
make matters worse, she also had dia-
betes and other complicated health
problems. Yet the Virginia Garcia Clin-
ic manages her care and arranges for
the specialty care that she requires.
Without a safety net clinic such as the
Virginia Garcia Clinic, she would very
likely not get the care she needs to
stay healthy for her children and fam-
ily.

The staff at the clinic have also told
me about a farm worker who came to
the Virginia Garcia Clinic for an ur-
gent care visit about a rash on his arm.
During the exam, the nurse practi-
tioner asked about a lump she noticed
on his neck. He hadn’t been concerned
about it, but the staff at the Virginia
Garcia Clinic persisted until he agreed
to have a biopsy. The lump turned out
to be lymphoma, so the Virginia Garcia
Clinic arranged for his chemotherapy
at the Oregon Health and Sciences Uni-
versity, where he was treated success-
fully.

Without a migrant community
health center such as Virginia Garcia
to provide outreach, the outcome of
this story would likely not have been
so positive.

Spending time at the Virginia Garcia
Clinic, I have met with people with sto-
ries such as these and whose lives
would have changed for the worse with-
out the efforts of the hard-working and
dedicated staff.

Truly, these people, these staff work-
ers are health care heroes, and we des-
perately need them in our quest to en-
sure that every person in this country
has access to health care.

So today, I salute the work and the
workers of the Virginia Garcia Clinic,
true heroes in the State of Oregon.

f

IN RECOGNITION OF SERGEANT
PHILIP SVITAK

Mr. NELSON of Nebraska. Madam
President, this week during the war
against terror in Afghanistan America
lost eight soldiers and Nebraska lost a
native son. These soldiers died val-
iantly protecting the rights, ideals,
values, and way of life that Americans
enjoy.

Sgt. Philip Svitak, a member of the
Second Battalion, 160th Special Oper-
ations Aviation Regiment, was born in
Lincoln and raised in Fremont. He
graduated from Fremont High School
in 1989 and entered the Army where he
served in the Gulf War.

Sgt. Svitak’s parents have said that
growing up, he dreamed of a career
with the military service. His favorite
gifts would be colored the familiar
green olive drab. But he also enjoyed
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